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LETTERS 


WAITING FOR YEARS 

Thank you for your recent book 
review of Josh Kosmans The Buyout 
of America {CW, March 2010). IVe 
been waiting years for you or Dr. 
Ederer to do an analysis of Austrian 
economics, and this book review 
was a marvelous job. I understand 
more clearly now that their solution 
of no regulation is no better than 
we have now, since the pseudo 
regulation we have now is so chock 
full of loopholes as to be useless. 
That’s no surprise since Wall Street 
runs our government (and has for 
many years) for their own benefit. 

However, even though Austrian 
economics is not Catholic and its 
“solutions” are bad, they are still the 
only economic system or school of 
thought that even comes close to 
explaining what’s going on in the 
economy. I know Catholic social 
teaching teaches us what a Catholic 
economic system should be, but it 
doesn’t do me much good since I 
will never get the chance to mold 
the economy to my liking. I have 
not been able to find a Catholic 
school of economic thought that, as 
the Austrians do, explain that frac¬ 
tional reserve banking is a fraud 
(the deposits are available on de¬ 
mand at the same time 90 percent 
of them have been lent out for long 
term mortgages), that the semi¬ 
public Federal Reserve is a banking 
cartel who’s purpose is to ensure the 
survival of the largest banks and 
end bank runs on them (see The 
Creature from Jeykell Island), that 
inflation is defined as an increase in 
the money supply, which shows up 
as an increase in either consumer 
prices, asset prices, or both. They 
have the only explanation for the 
“business cycle” that I’ve ever seen 
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that makes any sense, that central 
banks artificially lower interest 
rates and print money, thereby 
causing a false boom, and as soon 
as the increase in the money supply 
ceases or even fails to increase, then 
the boom stops and a crash/reces- 
sion ensues. That paper fiat money 
not backed by anything removes 
any restraint on central banks and 
governments from printing as 
much of it as they like, which is 
why, after remaining stable for over 
a hundred years, the U.S. dollar 
has lost 95 percent of its purchas¬ 
ing power since the Federal Reserve 
was created in 1913 (it now takes a 
dollar to buy what a nickel bought 
in 1913). This “counterfeiting” of 
our money causes price inflation 
and punishes savers and those on 
fixed incomes by making our sav¬ 
ings worth less and less each year. 

I just wish their understanding of 
the way the economy worked wasn’t 
hobbled by their ideology, which is 
essentially to let the strong prey on 
the weak (Belloc called Calvinism the 
religion of greed). The followers of 
Austrian economics that I read, such 
as Bill Bonner, Gary North, and oth¬ 
ers, decry the crony capitalism that is 
running rampant, but they offer no 
solutions except to make it even 
worse by removing all regulations. 
Some solution! However, to give 
them credit, they are almost the only 
ones who warned in 1999 that tech 
stocks were a bubble, and since 2005 
they’ve been telling me that housing 
was a massive bubble and to stay 
away from real estate and stocks (and 
to buy gold). As always, keep up the 
good work. Your magazine is the 
only one I know of that is even at¬ 
tempting to address economics from 
a Catholic perspective. 

Michael Breslin 
New Hudson, Michigan 


ABSOLUTELY RIGHT 

Just a note to tell you how much 
I enjoyed your review of Josh 
Kosman’s book on leveraged 
buyouts in the March issue of the 
Culture Wars. As I’ve mentioned to 
you many times I have always en¬ 
joyed your writing. That’s why I 
have been a subscriber for over 20 
years. Although, I may not have 
agreed with you on everything 
your writing as always provided me 
with a lot to think about. 

You’re absolutely right that this 
buyout craze is dependent upon 
and fueled by cheap credit pro¬ 
vided by the Federal Reserve Sys¬ 
tem. It seems everyone wants regu¬ 
lation except that of the expansion 
of credit! You should be aware that 
the only school of economics 
which has consistently opposed the 
expansion of credit has been the 
Austrian School which you criti¬ 
cize. 

Having taught Catholic social 
policy, finance, and economics for 
over 40 years I have not found any 
other school to sharply criticize 
this credit expansion but the Aus¬ 
trians. Not Keynes, not Ederer, not 
Friedman and the monetarists, not 
the German Historical School, no 
one but the Austrians! And, their 
criticism goes back to 1912! 

Again, you’re absolutely right; if 
this credit expansion had not been 
carried out then this buyout craze 
and all of its accompanying evils 
would not have happened. In all of 
history, every expansion of credit 
has led to all sorts of shady prac¬ 
tices in the marketplace. Also, I 
think that there is a tremendous 
gap in Catholic social policy on the 
teaching of inflation and its moral¬ 
ity. We should be pushing for an 














encyclical on the morality of ex¬ 
panding credit! In my researches, I 
have found very little from the 
popes on the topic of inflation and 
money which seems to be the 
source of this entire mess! 

I see that you’re also quite critical 
of Dr. Thomas Woods. However in 
his book, Meltdown^ he gives a very 
complete account of both the 
credit expansion and the amount 
of government regulation that is 
the cause of this downturn. His in¬ 
sights are not that different from 
yours! He is just as opposed to this 
as you are! 

Harry Veryser 
Royal Oak, Michigan 


MISSING THE ELEPHANT 

Professor Rupert Ederer does 
well in elaborating Papal wisdom 
in “Pope Benedict XVI and the 
Failure of‘Oinkonomics’” {Culture 
Wars, March 2010), and I con¬ 
gratulate you on the title and 
cover! But as usual. Prof Ederer 
misses the elephant in the living 
room, which if ignored will crush 
all his hopes. Therefore I will con¬ 
centrate on the gaps in his argu¬ 
ment. 

The “iron law of wages... [that 
keeps] the wages of workers at bare 
subsistence” is inescapable if em¬ 
ployment is the only option for 
most people. As the decline of 
unions (including Poland’s glorious 
Solidarnosc) makes clear, bargain¬ 
ing, collective or otherwise, is im¬ 
possible if there is no alternative. 
As a computer user, can you bar¬ 
gain about the Software License 
Agreement on a necessary computer 
program? No, you just hit the 
“Agree” button. 


Be very clear, I do not mean “an 
alternative to employment with 
this employer,” but “an alternative 
to employment at all.” Otherwise 
you get, as actually quoted by Prof 
Ederer, “powerlessness” {Caritas in 
Veritate, paragraph 25). 

Therefore, if Professor Ederer 
sneers at “nostalgic distributism... 
agriculture... or self-employment at 
some craft”, then he must provide an 
equivalent alternative or the conclu¬ 
sion is total despair. Please note that 
peasantry or self-employment at a 
craft is not “a return to humanity’s 
original state” (which was a hunter- 
gatherer economy), but covers a vast 
variety of developed directions such 


as computing co-operatives (Linux) 
and even Dutch-auction corpora¬ 
tions with “Do no evil” in their 
charter (Google). The Chinese gov¬ 
ernment is finding that this makes a 
difference. 

When Professor Ederer says “[t]he 
working classes in any normally con¬ 
figured post-agricultural social 
economy constitute the preponder¬ 
ant majority of people who derive 
most of their income from their 
work”, he is expressing a fatalism 
equivalent to Soviet-era “captive na¬ 
tionhood” with no hope of ever re¬ 
gaining freedom. The consequences 
of this fatalism are horrible. Con- 
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template the summed human loss of 
all the families in South America, 
China, and other doomed countries 
walking from their manifold tradi¬ 
tional cultures to the utter world¬ 
wide sameness of industrial servi¬ 
tude. No more beauty or human 
contribution, only “another day of 
fear and toil has come to Mordor” — 
forever. 

Pope Benedict XVI in Caritas in 
Veritate, on the other hand, sees 
beyond this fatalism to “commer¬ 
cial entities based on mutualist 
principles” (38) and “greater social 
responsibility on the part of busi¬ 
nesses” (40). Linux and Google are 
examples of this, but it must be 
brought within the range of most 
people. The “binary model of mar- 
ket-plus-State” which Prof Ederer 
implicitly accepts is, according to 
the Pope, “corrosive of society” 
(39). This is because of the “power¬ 
lessness” mentioned above (25). 
Read paragraph 39 in its entirety, 
because our task is “the creation of 
a model of market economy ca¬ 
pable of including within its range 
all peoples and not just the better 
off”, and it must be based on “re¬ 
ciprocal gift”, not bossed peonage. 


demeaning prolife activists like Fa¬ 
ther Frank Pavone, and 3) running 
articles saying Poland actually won 
WWII. All I can do is shake my 
head in wonderment in what goes 
on in the minds of those formulat¬ 
ing such views. 

But on the bright side, there are 
undeniably nuggets of insight in 
CW that make the subscription 
price well worth the cost. One such 
nugget was in “Love without 
Truth” (March 2010) where Mike 
Jones discusses the relationship be¬ 
tween truth and charity. 

Yes, as the article says, charity is 
often the excuse used to suppress 
certain uncomfortable aspects of 
the truth. But truth is not plastic; 
it is what it is. And when charity is 
used to modify the truth, this puts 
us on a slippery slope to where 
truth can not only be attenuated to 
smooth off what some consider its 
rougher edges but also to actually 
turn it inside out. 

Here are some overt examples of 
what I mean. Pm sure with a little re¬ 
flection, the readers of CW can easily 
come up with many more. Don’t call 
abortion murder; it’s a woman’s right 
to choose. Homosexuals are not per¬ 
verse; they’re merely gays with an al¬ 
ternative lifestyle. Men and women 
aren’t different; we’re all the same, 
physiology not withstanding. In 
many public schools, ‘two plus two 
equals five’ is not a wrong answer; it’s 
a good try for which credit is given. 

The common rationale behind 
these examples is that charity is 
needed to make sure nobody feels 
bad. But that’s a fig leaf for we all 
know that the misuse of charity is 
not at all symmetric. It is poured 
out lavishly for progressives and 
libertines while charity is never al¬ 
lotted towards traditionalists and 
conservatives. 


For instance, disagree with 
Obama, and you’re a racist. Doubt 
man-made global warming, and 
you’re flat-earthier, a denier. Ques¬ 
tion radical Darwinism, and you’re 
an ignorant creationist, a Matthew 
Harrison Brady character straight 
out of Inherit the Wind. Ask your 
parish priest why he’s ignoring 
church teaching on sexual morals, 
and you’re escorted out the door as 
a troublemaker. Or as Mike Jones 
can testify, stand up for church 
teaching on abortion in a premier 
’Catholic’ university, and you’re de¬ 
nied tenure while actual enemies of 
the church march to the top on an 
inside track. 

The truth is hated. That is why the 
Old Testament prophets were stoned 
to death and why St. John the Bap¬ 
tist lost his head. It’s why many a 
good man has left or been forced out 
of the priesthood. The noble 
Shakespeare said in The Merchant of 
Venice that “the truth will out.” Yes, 
but unfortunately it often takes 
longer than our lifetime for that to 
happen. That is why those who 
stand for the unvarnished truth are 
heroes. They are fighting for some¬ 
thing that is often vilified during 
their entire lifetimes, knowing their 
only vindication will likely be a post¬ 
humous one. 

Peter Skurkiss 
Stow, Ohio 


IS HISTORY CYCLICAL? 

In refuting Michael Novak in his 
(or Locke’s) contention that, as of 
capitalism, history was no longer 
to be regarded as cyclical {CW, Feb¬ 
ruary 2010), you question: “What 
man living in Europe(after Christ) 
would believe that history was cy- 


LawrenceJ. Dickson 
La Jolla, California 


TRUTH WILL OUT 

To be honest. Culture Wars is an 
enigma to me; it‘s a magazine that 
defies easy classification. On one 
hand, I find CWs excessive Jew- 
bashing not only tedious but bor¬ 
dering on the irrational. And then 
there‘s the nuttiness factor like 1) 
prior to the election essentially 
equating Barack Hussein Obama 
with John McCain on abortion, 2) 
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clical?” Before Christ, Polybius 
(204-122 B.C.) knew that monar¬ 
chy, by cyclic revolution, became 
“anarchical Democracy” from 
which a dissolving society could 
only be rescued by a return to 
monarchy {Ancient Greek Histori¬ 
ans by J.B.Bury, p. 205). After 
Christ, Orestes Brownson (circa 
1850 A.D.) had no doubt that his¬ 
tory is cyclical when he wrote: 
’’Never does a republic become a 
monarchy or a monarchy a repub¬ 
lic without the virtual destruction 
of the state” (Essays and Reviews, p. 
315). Brownson knew that plural¬ 
ist religious anarchy would lead to 
socialiist revolution and the return 
to monarchy. He said of pluralism: 
“The modern spirit. . .claims for 
man himself the authority to make 
the law. It asserts the universal and 
absolute supremacy of man, and 
his unrestricted right to subject re¬ 
ligion, morals and politics to his 
own will, passion or caprice” (p. 
308). G.K. Chesterton was no less 
observant in his Christendom in 
Dublin, He wrote of philistine 
pluralism’s artlessness: “If a man is 
denied rapture and splendor, he 
will either wildly revolt or sadly 
die. And no one needs the experi¬ 
ence of magnificence, of color, of 
exhilaration more than the poor.” 

Presently we see suicides of the 
young and an army of dumbed- 
down youth being prepared by 
anti-Christian schools, press, televi¬ 
sion and an abortionist government 
for the slaughter of Christians, we 
know how prophetic Chesterton 
was. Revolution occurs in the domi¬ 
nant country of its time. Historians 
tend to get lost in the details of less 
important countries and they often 
fail to distinguish revolution from 
war. The dominance and artistic 


glory of the Periclean monarchy of 
Greece was destroyed by the revolu¬ 
tionary attack of Socrates upon the 
Olympian cult and its priests. He 
was the Luther of Greece and began 
the passage of its dominance to the 
pluralist republic of Ancient Rome. 
Myopic historians are still calling 
that revolution the Peloponnesian 
“War.” If the cycle of history had 
teeth it would bite the historians to 
avoid the threatening slaughter of 
mutually-contradictory Christians 
their paralysis of coherent teaching 
of all nations must be ended. Chris¬ 
tian unity must be restored and 
soon! 

Daniel M. Canavan 
St. Albans, Maine 


CLARIFICATION 

What I meant to say was that no 
Christian could believe in a history 
that was exclusively cyclical, which is 
to say, limited to the round of the 
seasons, and going nowhere. Chris¬ 
tianity has always asserted that his¬ 
tory has a beginning, a middle, and 
an end. The fact that history has a 
goal does not exclude cyclical recur¬ 
rence; it simply subordinates those 
cycles to a higher goal. 

E. Michael Jones 
South Bend, Indiana 


NEO-NAZI FABRICATIONS. 

The family of this writer has al¬ 
ways relished the arrival of Culture 
Wars. Generally it is seized by oth¬ 
ers and when, at last, it’s held in 
this author’s grasp, it’s devoured 
within hours. The recent 


kompozycja entitled: Poland the 
War Continues (March, 2010, pp. 
2-6), was most amusing. It’s ap¬ 
pearance was commendable. It’s 
dubious verba and innuendoes 
about other Europeans at first was 
deemed rather humorous. Rather 
than consider the countless tons of 
primary source data from the 
OKH, OKW or Wehrmacht, the 
author, Mr. Otward Mueller, 
bought the cherry picking of neo- 
Nazi fabrications. Mr. Mueller 
brings the CW readership from the 
Polsko-Soviet War, sometimes 
called the Catholic-Bolshevik Con¬ 
flict, to today’s Warsaw. How many 
of those advocating freedom of re¬ 
ligion would appreciate his insinu¬ 
ation that Catholic Poles had noth¬ 
ing else to do than invade the So¬ 
viet Union? 

After consumption of the above 
noted piece one’s better half insisted 
a light effort would add to our CWs 
entertainment via material emanat¬ 
ing from diplomatic chronicles, bu¬ 
reaucratic paper work and other 
records. As a long time reader of CW 
it’s my duty to exert a few cerebral 
reflections on this topic. It has a 
bearing not only on Catholics, but 
all European Christians. Most folks 
insist that neo-Nazism died. It has 
few adherents, and they are looked at 
with distrain by mankind.. One 
wonders, however, after reading 
OM’s intrinsic elicited thoughts, if 
it’s not dead, but just smells funny. 
Also, exactly why do a minority of 
decent men still hold unpopular be¬ 
liefs that have irrefutably been 
proven to be erroneous? This effort 
should elucidate much. It’s goal is to 
present thoughts for a better under¬ 
standing of Christian infighting. 

The following komunikat carries 
Mr. Mueller’s ball. It evolves from 
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the Eurocide of WWII to our con¬ 
temporary times. It denotes more 
than a trifle about Catholic com¬ 
munities facing conflict. It also 
touches Hitlers agresja and is an 
overall rebuttal of the ethno asser¬ 
tions in the composito verborum of 
Mr. Muellers rumination about 
kindred folk. 

First of all, allow one to open 
this oratorio by stating that, as a 
youngster, a great deal of my 
intellectual aklimatyzacja was spent 
in NRD (East Germany). Many 
life-long friends were gathered and 
one came to love the German 
people as a whole. My job was do¬ 
ing translations and consultations 
for a think tank. I also supplied 
Western media with Iron Curtain 
news. For example, it was my 
translations, research and car that 
permitted Bonn’s Newsweek 
agencja. East European Bureau 
Chief, Paul Martin, to provide 
worldwide info about JPII. This 
was in 1978, when Krakow’s Car¬ 
dinal Wojtyla became Pope. That’s 
a story in itself 

Young residents of Central Eu¬ 
rope soon discovered that among 
the German intelligentsia, one 
could amusingly say, 110 percent 
recognized that the Fuehrer had 
been a disaster, not only for 
Tommy, Fritz and Ivan, but Euro¬ 
peans and mankind in general. 
Those following neo-Nazi propa¬ 
ganda and/or some of the beliefs 
indicated in Mr. Mueller’s con¬ 
cepts, in many ways, are no differ¬ 
ent from the disciples of Senator 
John McCain. How many sheeple 
know that his father covered up the 
horrendous attack upon America’s 
Liberty ship? How many have read 
how the Senator camouflaged his 
father’s akcja ? 


It has to be emphasized that the 
German masses followed Adolf 
Hitler during a period of unem¬ 
ployment. Millions were either out 
of work, of the working poor, em¬ 
ployed fewer hours than necessary, 
looking for work, or had given up. 
Perhaps they were similar in many 
ways to those who follow ‘The Sav¬ 
ior,’ Sarah Palin? On one side of 
this coin we see that Hitler had 
thousands of Christian stations lis¬ 
tening to him. He waved the 
bloody shirt, spoke of social issues 
(the jobless) and like President 
Truman of later years, indicated 
that health care was the right of ev¬ 
ery citizen. Books have been writ¬ 
ten about AH’s cruise ships for the 
proletariat. This became a fraudu¬ 
lent scheme and reminds one of 
Goering’s enterprises and his castle 
outside of Berlin. 

The raison detre for Palin being a 
darling of the TV/ media, is due to her 
belief that 1) the Israelis are God’s cho¬ 
sen people and 2) that Israel has a right 
to bomb her neighbors (see Guilt by As¬ 
sociation ). She supports the global pa¬ 
riah and is in the political bed of 
neocon dual loyalists. She’s the dream 
girl of those feeding at the zydokracja 
Qudeocracy) station. 

As for character, unlike Palin, 
Hitler had no real work history. 
From the physical aspect, medici 
verified that he had a slew of acute 
abnormalities. It’s also accurate to 
assert that he was an odd ball in 
normal sexual relationships 
throughout his life. Reading Eva 
Braun’s diary and the reiterations 
of numerous generals it’s easy to 
see why large numbers deemed 
him to be a closet queer. Yet, 
American COEs and political reps 
have proven, that such need not 
impede advancement. 


Hitler’s only success, prior to po¬ 
litical power, was within WWI (as 
a corporal). In his day of war and 
economic depression he had a tal¬ 
ent for lecturing. Of course, in our 
era, his shouting, screaming and 
banging upon a table could place 
him in the category of being im¬ 
paired. However, as noted, back 
then he represented hope. What’s 
really grappling is that an ocean of 
scholars have ever-so delicately 
suggested the Leader was a Jew. 

Overall, Ashkenazis and Neo- 
Nazis don’t delight in entering 
upon the fringes of Hitler’s heri¬ 
tage and both groups openly deny 
that he was a Zydek. For obvious 
reasons these ardent enemies unite 
in this argument. Central and 
Eastern European academics know 
that crossing the Rubicon of 
Adolf’s actual heritage could cost 
advancement. Only the most tor¬ 
rid of Nazis won’t admit he spent a 
fortune having the area of his birth 
bulldozed. 

My premise is that without the 
Fuehrer our WWII infernis would 
not have burnt. After Hitler’s Ital¬ 
ian Socialist Republic was created, 
many of the thousands of Italians 
killed would not have been arbi¬ 
trarily shot. When the war was 
nearing completion the 212,000 
German soldiers executed by the 
SS, to retain discipline, would have 
lived. The over 2,000,000 Russian 
POWs would not have been mur¬ 
dered in 1941/42. Read some of 
the works by General Franz Haider 
and officer memoirs relating to 
such protokoL 

As for slave “employment,” with¬ 
out the Fuehrer, over 500,000 Ital¬ 
ians would not have been sent as 
forced labor to the Reich. Over 
1,900,000 Poles, 2,000,000 Rus- 
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sians and other slaves would not 
have faced starvation diets and co¬ 
erced demands. 

Most acknowledge that the 
Fuehrer was a fanatical gambler. 
For example, he told his generals 
that if the French were to react to his 
occupation of the Rhineland, that 
they had to immediately retreat. 
Also, most of his elite generals were 
full of trepidation at his Czech war 
plans. When he invaded Poland he 
utilized similar fifth column en¬ 
deavors that had proven effective 
against Czechs, and again gambled 
with the lives of Germans. The dif¬ 
ference here being that he in¬ 
formed GB s Ffenderson and other 
elite Western politicians that Poles 
had been castrating Germans (see 
Hendersons war notes or Watt’s 
How War Came). As for the 1939 
invasion, he had few troops facing 
France. Had the disorganized 
French and English Allies marched 
in full force WWII would have 
ended in weeks (see The Collapse of 
the Third Republic). The Fuehrer 
was an uneducated gambler and 
initially lucky (to say the least). 

Despite all of the above, one 
would occasionally run across an 
individual who defended Hitler 
policies. These people were rare 
birds. Most were decent, good, 
hard working proletarians. Often 
they were family members of those 
who had been part of the Hitler 
youth movement. Others remem¬ 
bered that their Fuehrer had ac¬ 
complished miracles during the de¬ 
pression. He put impoverished 
millions to work in armament fac¬ 
tories, building roads and con¬ 
structing buildings. Society was 
grateful. He was a hero. 

Some individuals, attempting to 
elicit favorable data about the 


Reich’s dictator would insist that 
he was even a tremendous artist. 
Certainly he could not be a com¬ 
plete zero. Thus, not being astute 
in this area, I asked a friend who 
was studying art at a prestigious 
university, if this were true. He an¬ 
swered my inquiry with a question 
about the visual quality of sidewalk 
drawings. It was soon realized that 
the famous Fuehrer was about as 
talented as those who paint in 
malls. Nothing less and nothing 
more. Judge for yourself. See his 
work in the research by Ada 
Petrova and Pete Watson ( The 
Death of Hitler). It’s amateurish, 
not as decent as most first year art 
students, but quite good. 

Residing in Europe and being a 
lover of political science, ethnicity 
and behavioral paradigms, one im¬ 
mensely enjoyed: I) Researching 
diplomatic records; 2) Reading re¬ 
visionist material; and 3) Compar¬ 
ing aggregated material with reac¬ 
tions induced by indoctrination. In 
the recent article composed by Mr. 
Mueller, there is reference to Will¬ 
iam Bullitt. Like Mr. Mueller I also 
read Diplomat in Paris (it’s part of 
my library). Bullitt, married to the 
widow of journalist John Reed, was 
an accomplished American ambas¬ 
sador. It’s also true that most of the 
elite within the Roosevelt adminis¬ 
tration comprehended one thing; 
America would eventually enter 
into the war officially on the side 
of the Allies. This was common 
sense. Only those suffering from 
Hitlerite myopia could relegate this 
to file # 13. At the time of Mr. 
William Bullitt’s employment most 
of the State Department still con¬ 
sisted of individuals retaining 
WASP backgrounds. As for the au¬ 
thor, Ambassador Lukasiewicz, Mr. 


Mueller must have read that he had 
access to leading US and French 
politicians. 

It’s more than obvious that any¬ 
one attempting to engage in war¬ 
fare against the US/ GB would 
have to be of dubious intelligence. 
This is especially true if one com¬ 
prehends that Great Britain and 
the majority of European coun¬ 
tries, including the Soviet Union, 
would eventually represent the op¬ 
position. Within two years, if a 
miracle knockout blow was not 
successful. Allied production 
would outstrip Berlin’s wildest in¬ 
dustrial dreams. One could only 
assume what revengeful repercus¬ 
sions could entail. It would take 
about two years for the US and 
USSR to outproduce Berlin by a 
scale of at least ten to one. An ex¬ 
cellent DVD on WWII production 
and tanks is The Battle of Kursk 
(from The Allegro Corp. of Ger¬ 
many) . 

Those cunningly praising Adolf 
Hitler and his policies more often 
than not pull straws and extract 
material that does not represent the 
whole picture. In the case of Mr. 
Mueller, he writes about Poles tak¬ 
ing German lands after the 
Versailles Treaty. Of course, anyone 
looking at maps prior to the peti¬ 
tions of Poland, will notice that for 
about eight centuries these lands 
belonged to the Polish state. In 
other words, they were only Ger¬ 
man for 123 years (during the 
partitional era). Also, Mr. Mueller 
has the Weltanschauung (outlook) 
of Nazis ignoring that within the 
so called Polish Corridor Slavs were 
the absolute majority. 

If one studies the chronicles of 
diplomatic corps rather than revi¬ 
sionism or associating oneself with 
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neo-Nazi indoctrination, its soon 
discovered that the Nazis took 
hundreds of thousands of Polish 
children from their mothers to be 
Germanized. This topic so fasci¬ 
nated me that during travels 
around Euro cities, including 
Warszawa, the sea of documenta¬ 
tion pertaining to this mentality 
was set aside; I sought out personal 
contact with families suffering by 
this primitive inhumane act. 

It was soon revealed that un¬ 
counted numbers of females were 
running to their local Catholic par¬ 
ish at all hours of the day. Why? In 
order to change church records. 
You see, children under three years 
old with blue eyes and blond hair 
were being taken from their moth¬ 
ers all over the country in mass! 
These babies were taken to Ger¬ 
many for Germanization. Perhaps 
this is okay if one thinks in terms 
of the Uebermensch\ that being dif¬ 
ferent from Catholic morality. 

I nearly composed a booklet on 
the above Uebermensch/ 
Untermensch baby policies. Only 
the intervention of German friends 
had me promise to shelve the idea. 
Enough was enough. Besides Ger¬ 
man generals were speaking out 
against the insanity of Hitler s ide¬ 
ology. Noting the above, one could 
add that its iracjonalny how Mr. 
Mueller alludes to the ancient Pol¬ 
ish city of Poznan as “Posen.” 
Again, looking at a map one sees 
that for over 1,000 years the city 
was called Poznan. Why would he 
refer to it as Posen? This speaks 
volumes. It does not appear to be 
the lexicon of brotherhood. 

Its fascinating that Mr. Mueller 
plays the ethnic cleansing card. Most 
comprehend, through actual bureau¬ 
cratic and diplomatic records and 
not neo-Nazi revisionist propaganda 


that the Nazis relocated nearly 
2,000,000 Catholic citizens of Polish 
heritage who had resided on family 
property for centuries. Tens of thou¬ 
sands of Baltic Volksdeutsch replaced 
these Catholics. 

Nazi atrocities included more 
than the eradication of the intelli¬ 
gentsia at the ancient Jagiellon uni¬ 
versity. Among the many home 
films in Slavic and Germanic lan¬ 
guages one hears that Eastern 
Catholic priests were killed like 
flies by the Nazi regime. Only the 
most arrogant will deny or even at¬ 
tempt to repudiate the fact that 
numerous Hitler youth organiza¬ 
tions sang songs denouncing 
priests while praising their dictator. 
This is an interesting part of docu¬ 
mental films recorded by Nazis 
themselves in Hitler worship (see 
On the Road to Stalingrad ). 

Mr. Mueller speaks of the 
Sudetenland Germans. I wrote pa¬ 
pers on this. It is very sad that the 
Sudetenland Germans, numbering 
2,600,000, were expelled after the 
war (see Retribution against Nazi 
Collaborators in Postwar Czechoslo¬ 
vakia). This writer broke bread 
with many of these fine people. It 
has to be realized that for centuries 
Czechs and Germans in the area 
had lived in brotherhood. 

It was only through Hitler’s in¬ 
citement against the Slavic Czechs 
and his fifth columnists that the 
Czechs became frightened for the 
lives of their families. Mr. Mueller 
certainly must know that English, 
French and other diplomatic 
sources, including Washington’s 
George E Kennan, adequately 
noted that innocent Germans 
might face retaliation for the 
crimes committed by Nazis against 
innocent Czechs. 

Would Mr. Mueller want to re¬ 


fute the fact that all Czech schools 
of higher education and universi¬ 
ties were closed? Figures differ 
about whether one thousand or 
1,500 young students were simply 
shot. Whatever, it was real fright¬ 
ening for Czechs. Reinhard 
Heydrich reiterated that at the end 
of WWII at least half the inferior 
Czech population would have to 
be removed. The kolosalny Nazi 
crimes couldn’t be hidden by 
indoktrynacja when Heydrick was 
assassinated. World media knew 
about the entire male population 
of Lidice and Lezaky being shot. 
On the eastern front over 200,000 
Sudetenland Germans were killed 
for Hitler’s dreams. Was any of this 
necessary? Mr. Mueller indicates 
that the ungrateful Czechs had it 
good. He tells us that they had full 
employment and plenty of food. 

If one had the desire, nearly ev¬ 
ery item OM espoused to could be 
verified as erroneous. This does not 
mean that revisionism is com¬ 
pletely ridiculous. Some excellent 
studies have been made into ver- 
boten realms. One can be thankful 
for revisionists identifying 
Ashkenazi exacerbations (see the 
excellent books by Jurgen Graf and 
Carlo Mattogno). However, most 
revisionists cherry pick, while leav¬ 
ing the main crop, when referring 
to Hitler’s “diplomacy,” treatment 
of Slavs and/or the end of 1943 to 
1945. Those were the years when 
Hitler’s miracle weapons were to be 
mass produced, to alter the inevi¬ 
table. What’s missing is vital info 
on the execution of over 212,000 
mostly innocent German soldiers 
to keep AH’s crazy wheels of con¬ 
flict turning. This killing of desert¬ 
ers and others occurred while mil¬ 
lions of German civilians suffered 
and died, as Hitler lived on. Read 
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books about Adolf s last days or his 
child soldiers. If you have any 
heart, it’ll make you want to regur¬ 
gitate. 

One would think, if adjudicating 
by Mr. Mueller’s standards, that 
the crimes inflicted by Nazis upon 
Christian nations and Catholic 
neighbors were mostly minor or 
fictitious. Yet, only the brain¬ 
washed or misinformed would try 
to equate the atrocities committed 
by Nazis to that of her neighbors. 
Could it be because of mindsets 
similar to Mr. Mueller that, after 
the nightmare of occupation, 
Czechs exploded in an orgy of vio¬ 
lence? Well? 

When it was recognized by the 
end of 1943 and in 1944, by all 
sane men, that Hitler could not 
win the war, every building in the 
ancient city of Warsaw was de¬ 
stroyed. Was this type of behavior 
one of the reasons why infuriated 
Allies bombed historical Dresden? 
How many know that two anti- 
Communistic Hungarian divisions 
had to be withdrawn from War¬ 
saw? Why? Because Catholic 
Magyars refused to participate in 
the undeniably barbaric Nazi 
primitivism. The post war 
recordatio mentis of generals note 
the deed also repulsed many in the 
Wehrmacht. 

Perhaps it is not by accident that 
Mr. Mueller’s musica spiritualis 
does not include the fact that out 
of nearly 6 million Russian POWs 
(6,000,000) only 2 million sur¬ 
vived. Die Russen were murdered. 
This fact was conveniently over¬ 
looked by the West as it became 
engaged in a Cold War. President 
Truman and Ike hated Germans 
and figured they might be needed 
as Washington’s cannon fodder. 
When I told a German-American 


family member about this he 
wouldn’t speak to me for months, 
and I am the godfather of his eldest 
son! His son married a Polish- 
American gal. So, why the animos¬ 
ity? Allegiance/ fidelity to 
ethnicity? 

Few in the West know that 
masses of Russian POWs were sim¬ 
ply shot. Most were placed in fields 
without medical care, food or ad¬ 
equate clothing. SS documenta¬ 
tions reveal a desire to reduce these 
Eastern Catholic and Eastern Or¬ 
thodox communities. Numerous 
diaries from German soldiers 
found this distasteful. They re¬ 
jected participation but feared be¬ 
ing shot as deserters (see Guy 
Sajer’s The Forgotten Soldier), Gen¬ 
erals in their post WWII books re¬ 
fer to this Untermenschen ideology 
as a horrendous mistake that alien¬ 
ated millions. Bureaucratic docu¬ 
mentation indicate a dislike for 
many of these Lebensraum policies. 
Open field incarceration endeavors 
were copied by Washington’s army 
of occupation. This resembled evil 
and unnecessary revenge. 

Eventually the story of Nazis kill¬ 
ing nearly a thousand Sudetenland 
Germans, for their rejection of 
Nazi occupation, will show that 
numerous decent Germans re¬ 
jected untermenschen ideology. 
Perhaps that’s why no movies are 
made of these peace makers. A 
Sudetenland giant worth mention¬ 
ing is Konrad Henlein. He was one 
of the most interesting figures in 
this region. Henlein was a success¬ 
ful politico on Hitler’s fifth column 
Sudetenland payroll. What’s not 
noted is that he really wanted to be 
President of Czechoslovakia. He 
became a pawn. In 1937-’38 his 
name filled news headlines. During 
the occupation he was pushed to 


the sidelines. I read that after the 
war he was executed, but never 
checked it out. 

Perhaps all of the misfortune 
would never have occurred if the 
assassination attempts to kill Hitler 
had been successful in the 1930s 
and 1940s. If that had been the 
case, the absurdity of Lebensraum 
would have only been within the 
dreams of those within insane asy¬ 
lums. The Nazi cold blooded mur¬ 
der of American POWS would not 
have occurred and innocent mem¬ 
bers of the Wehrmacht would not 
have had to face the price of retri¬ 
bution from furious Americans. 

Lebensraum^, The 
Untermenschen'^ One sees, if one 
studies early European migrations, 
that millions of Germanic folk mi¬ 
grated east and millions of Slavic 
people had settled in what is 
today’s Germany and Austria. On 
the island of Rugen in the 16th 
century, it was not uncommon and 
readily recognized that a language 
similar to Polish was spoken by the 
majority of the population. This 
can be easily ascertained by 
internet fun pertaining to the his¬ 
tory of Rugen. There’s a reason 
why many of the geographical 
names in Germany are Slavic and 
mean nothing in German. 

When one thinks about 
Eurocide crimes, Untermenschen 
policies and all the Nazi anti-Slavic 
propaganda posters that have sur¬ 
vived, there’s the thought of Field 
Marshal Eric von Mansten, who 
was originally Lewinski (1887- 
1973). What did he and countless 
others, who knew they had some 
Slavic blood, think? How many 
were astute enough to realize that, 
in reality, within the European ka- 

(continued on p. 13) 
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“Weak-land” Revisited 


. .All readers will be moved by this honest, riveting, and exceedingly well-written story of frustra¬ 
tion and hope, sin and redemption...” -Notre Dame’s Father Richard P. McBrien, from the book’s 
jacket cover. 

“As I was leaving [Pope John Paul II] suddenly asked me out of thin air: ^How old are you now?’... 
I interpreted it.. .as a way of saying, 1 guess I still have to tolerate you for four more years.’” - 
Archbishop Weakland, after his last ad limina visit to the Pope (Pilgrim, p. 389). 


One does not have to be a mem¬ 
ber of the magisterium (or even a 
Notre Dame alumnus) to realize 
that when the first person to praise 
your memoirs is the lyin’ liberal 
press’s favorite sound-bite machine, 
Fr. Richard McBrien, that this is not 
going to be the spiritually enriching 
autobiography of a future saint. 
Furthermore, when the author 
himself, a self-described dissident 
homosexual archbishop, tells you 
that a pope who is up for saint¬ 
hood could barely stand the sight 
of him, the orthodox Catholic 
reader has pretty much dismissed A 
Pilgrim in a Pilgrim Church (Grand 
Rapids, MI: Eerdmans Publishing, 


2009) as his book of the month 
club selection. But while Pilgrim 
may be a popular choice for the 
“The Church needs married and 
woman (and gay) priests!” crowd, 
there is compelling reason for the 
faithful to read it too; for as a ma¬ 
jor player in the often faulty imple¬ 
mentation of Vatican II, Weakland 
gives us a bird’s-eye view of what 
went wrong—and exactly how “the 
smoke of Satan” entered the 
Church. 

In his review for his Providence, 
Rhode Island, newspaper. Bishop 
Thomas J. Tobin, describes Pilgrim 
as “an intriguing combination of 
theology and gossip, Aquinas and 


Oprah,” and it doesn’t take long to 
see what he means. After opening 
his autobiography with an self- 
righteous public confession of his 
sinful homosexual fling with Paul 
Marcoux (and the huge “hush 
money” scandal that surrounded 
it), Rembert returns to the begin¬ 
ning, his birth and childhood in 
Patton, Pennsylvania. It starts out 
as your typical large-Catholic-fam- 
ily tragedy inspirational depression 
era saga, although dissidence is 
never far from the surface. After 
losing his fortune in the financial 
crisis, George’s father (George was 
Weakland’s baptismal name; 
Rembert the name given him when 
he became an abbot) Basil “spent 
much time with his friends in 
the. . .unheated rooms. . .drinking 
and lamenting. . .he died [of] 
pneumonia the day before his 35th 
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birthday and the day after my 
fifth, leaving a wife and six chil¬ 
dren, the oldest nine, the youngest 
six months” (p. 24). But Georges 
mother, Mary, vowed to keep her 
kids together, and despite few 
funds, scant food and little heat, 
the faith in this close-knit family 
helped them not only to survive, 
but thrive. 

Whether Weakland learned his 
same-sex attraction during child¬ 
hood is debatable, there’s little 
doubt his penchant for disagreeing 
with Church teaching was. 
Weakland’s lament, “that much of 
my life was spent seeking the fa¬ 
ther figure that had been there so 
briefly” (p. 26), may be a factor in 
some of his illicit adult relation¬ 
ships, to his depiction of his mother 
as “a woman of deep faith,” but with 
“an independent mind with regard 
to some positions the Church took” 
(p. 32), certainly shows the roots of 
his own dissidence. Later, when 
George became attracted to the 
priesthood, he was sent away after 
the eighth grade to St. Vincent 
Prep School (Latrobe, PA) to con¬ 
tinue his studies. However, when 
he returned that summer and told 
his mother the disturbing story of 
a priest who had been dismissed 
from St. Vincent after sexually 
molesting several students, “she 
surprised me with one remark; 
‘Well, I hope your own first sexual 
experiences will be beautiful and 
the outcome of deep love.’ On re¬ 
flection, I think she was saying 
something that I had not fully 
grasped; [but] I did not have the 
vocabulary or the courage then to 
talk to her about homosexuality” 

(pp. 46-7). 

If the almost complete absence 
of teaching about human sexuality 
(either normal or disordered) at 


the seminary must sadly be excused 
as part of the culture of the day, the 
dissident teaching that went on in 
St. Vincent certainly cannot. Un¬ 
sure of himself, and still frightened 
of the sexual abuse that happened 
to his classmates, Weakland vowed 
to avoid “the sewing circle” crowd 
and submerged “any homosexual 
desires as deeply as I could” (p. 
46). Weakland, always a top-notch 
student, did well in the studies of 
Latin, Greek, Science, and English 
Literature, but proved even more 
gifted at music, and was eventually 
sent to Julliard to complete ad¬ 
vanced studies in piano. Still, as 
well rounded as this education was, 
sound theology apparently was not 
always a part of it. “During Lent,” 
recalls Weakland, “the ordained 
monks all spent long hours in the 
confessional. Questions about con¬ 
traception [were] raised. . .most of 


us were reluctant to recommend 
the rhythm method since we had 
seen many instances when it did 
not work . . .and it seemed dishon¬ 
est since the intention of prevent¬ 
ing pregnancy was the same as if 
artificial means were used. We ad¬ 
vised penitents to look carefully at 
the Church’s teaching, then decide 
in their own consciences 
what...was right. We had been in¬ 
structed that the [layperson’s] indi¬ 
vidual conscience should be re¬ 
spected” (p. 92). 

Having mastered this demo¬ 
cratic, conscience-is-king tabloid 
version of Catholicism, Weakland 


quickly rose through the Monastic 
ranks, first becoming archabbot of 
St. Vincent’s in 1963, consulter to 
the Consilium on liturgical music 
changes due to Vatican II in 1964, 
and lastly, the abbot primate of the 
entire Benedictine Order in 1967. 
It was as abbot primate that 
Weakland became a frequent and 
influential visitor of Pope Paul VI. 
Recounting these meetings, 

Weakland confirms what conserva¬ 
tives long feared; that Paul, in an 
attempt to befriend everyone (the 
pope often prepared several 
“Benedictine trivia” questions for 
Weakland before they got down to 
business!) allowed his young liberal 
advisors far too much leeway in set¬ 
ting the post Vatican II agenda be¬ 
fore he attempted to curb Pandora’s 
box of relativism he had created. 
“Instead of giving into one side or 
the other, Paul tried to keep peace 


by creating parallel bodies [of] con¬ 
servative and forward-looking car¬ 
dinals. . . to avoid schism in the 
Church. His fear, coupled with an 
innate wish not to offend 
anyone. . .alienated his most loyal 
supporters and collaborators” (p. 
220). In the end, Weakland’s analy¬ 
sis that Paul’s personal views shifted 
is incorrect; his issuing of Humanae 
Vitae was a courageous stand 
against the Modernist mob, not a 
“cave in” to conservatives as 
Weakland suggests. Still, if Paul re¬ 
alized (too late) that “The smoke of 
Satan has entered the temple of 
God” (from the pope’s famous 


Weakland gives us a bird’s-eye view of how 
“the smoke of Satan” entered the Church. 
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1972 homily), Paul did not grasp 
the perhaps even greater firestorm 
he created by appointing Weakland 
(and several of his less-than-ortho- 
dox contemporaries) bishop 
shortly before his death. 

Unlike a monk, Weakland real¬ 
ized a bishop is called upon to 
make statements on doctrine, and 
the new archbishop of Milwaukee 
wasted no time in issuing outra¬ 
geous statements on everything 
from womens ordination to the 
practicing homosexual’s right to 
worship. Quick to grasp the situa¬ 
tion, John Paul’s visits with 
Weakland were anything but 
trivial. “On every ad limina visit 
without exception,” says Weak¬ 
land, “I would be singled out to 
meet with Cardinal Baggio (later 
Cardinal Bernadin Gantin and to¬ 
ward the end of his tenure Cardi¬ 
nal Joseph Ratzinger) where I 
would be presented with a list of 
complaints” (p. 264). The meet¬ 
ings with John Paul himself (as de¬ 
picted in the opening quote) were 
rather quick and to the point, as 
John Paul did not waste much time 
on fools, or at least bishops who 
were fooling themselves. It is inter¬ 
esting to note their different take 
on these meetings; Weakland de¬ 
picting “a professor... snidely cor¬ 
recting a less than gifted student” 
(p. 307), while John Paul recalling 
(in his book RisCy Let Us Be On Our 
Way) [here] there can be no turn¬ 
ing one’s back upon the truth...no 
room for compromise to human 
diplomacy.” I suppose it is the dif¬ 
ference of one who began his bish¬ 
opric with a pilgrimage to the 
shrine of Our Lady of 
Czestochowa, and ended with the 
people proclaiming him “The 
Great” saint, and another who be¬ 
gan his tenure with a gay affair and 


ended his ministry by resigning in 
disgrace because of it. 

While I agree with Bishop 
Tobin’s review that we should not 
overlook Weakland’s many re¬ 
deeming qualities (for example, his 
fight to bring the vernacular of the 
Divine Office to some Benedictine 
sisters who didn’t understand Latin 
over the protest of the abbess who 
declared, “They don’t need to un¬ 
derstand the prayers since God 
does!” seems commendable), 
Tobin’s observation that the book 
is filled with “self-serving inconsis¬ 
tencies and contradictions” cannot 
be ignored either. To name just a 
few, Weakland is quick to point 
out in the quoted passage that the 
rhythm method taught in the ‘50s 
wasn’t so reliable, but fails to men¬ 
tion that the Billings Method 
taught today is, or that Church 
teaching (from his favorite, 
Humanae Vitae) shows that natural 
family planning maintains the 
bond between the unitive and the 
procreative, whereas contraception 
does not. Later, he depicts John 
Paul as “beyond doubt, a holy 
man, worthy of being officially rec¬ 
ognized by the Church,” but then 
flippantly refers to JP’s reign as 
“that overly long. . .burdensome 
pontificate” (p. 402), despite hav¬ 
ing just finished writing that his 
bout with prostate cancer gave “me 
a growing empathy for the sick” (p. 
380). And finally, Weakland claims 
to have decided to pay the 
$450,000 “hush money” to quiet 
his gay affair because the Vatican 
advised him that would keep the 
Church from scandal, but in doc¬ 
trinal matters, Weakland rarely lis¬ 
tened to Rome, and seemed to 
revel in the scandal that his hereti¬ 
cal statements caused. 

Thus if Weakland’s story does to a 


large extent truthfully (if unwit¬ 
tingly) depict the faulty seminary 
training of the ‘40s and ‘50s, the im¬ 
proper implementation of Vatican II 
in the ‘60s and ‘70s, and slow and 
often misguided response to the 
priest sex scandal of the ‘80s, ‘90s 
and early 2000s, Weakland seems in¬ 
capable of grasping eternal truths 
concerning his own soul. Since the 
book’s release, Weakland has admit¬ 
ted to several other homosexual af¬ 
fairs, bragging to Laurie Goldstein of 
The New York Post that he was the 
first bishop to come “out of the 
closet,” adding, “How can [the 
Church] tell 400 million gays that 
you have to pass your whole life 
without any physical genital expres¬ 
sions of love!” If Pilgrim has proved 
the need for the Church’s further 
definitions on married sexuality and 
the priestly celibacy, Weakland’s re¬ 
tirement rants have shown the need 
for further definition of the nature of 
homosexuality beyond the 
Catechism’s, “Its psychological gen¬ 
esis remains largely unexplained” 
(CCC 2357). For if it is largely 
learned, it can then be unlearned, 
but it is mostly innate (as Weakland 
believes and the Catechism’s, “They 
do not choose their homosexual 
condition. . .” does not condemn), 
then a different strategy to keep gays 
from giving in to these “intrinsically 
disordered acts” (CCC 2357) must 
be developed, because to witness this 
retired bishop reduced to a dirty old 
man, preaching “grave depravity” as 
true love is beyond sad. Let us pray 
that if Rembert does not repent, he 
at least resigns his title of bishop, so 
that no further faithful are lost due 
to his reprehensible rhetoric. 


TOM O’TOOLE 
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LEHERS, CONFO FROM R 9 


leidoscope, Slavs are nothing more 
than a linguistic group? Even those 
of us that are Catholic! 

Mr. Mueller’s negativity about 
Catholic Poles stopping the Com¬ 
munist invasion of Europe is over¬ 
all beyond the scope of cultural 
Christian penmanship. He notes 
that Poland “had nothing better to 
do than attack and invade the So¬ 
viet Union.” A famous Frenchman 
of the diplomatic corps wrote a 
book entitled something like The 
18th Decisive Battle of the World. 
Trotsky and his cohorts had set up 
military plans to occupy Germany 
and France. Berlin was full of strife 
and Communists were striking and 
gaining undeniable increasing 
power. Apparently Herr Mueller 
wished the Reds had won. If 
Catholics had not stopped the 
Communists today we would not 
have to worry about Western insti¬ 
tutions. 

As for Mr. Mueller’s innuendo 
about Warsaw’s support for the 
Ashkenazi induced Iraqi war, it’s al¬ 
most laughable. Perhaps Mr. Mueller 
didn’t know that hundreds of thou¬ 
sands of Catholics, in that city alone, 
demonstrated against Poland partici¬ 
pating in Bush’s neocon war. 

Perhaps he doesn’t know that 
Paul Wolfowitz went to Warsaw 
and had meetings with fellow 
Ashkenazis to implement the plans 
of Richard Perle, Douglas Feith 
and other Pentagon advisory per¬ 
sonnel? Who did Wolfowitz confer 
with? Well, to reduce typing time, 
it might suffice to comment on 
Poland’s President, Kwasniewski 
(Stolzman). 

“Kwasniewski’s” father, Izaak 
Stolz-man, was a graduate of the 


NKVD’s major institute. His di¬ 
ploma has been shown all over Eu¬ 
rope (see http://polonica.net/ 
kwasniewski-stolzman.htm). Izaak 
Stolzman, as a Homeland Security 
type official, tortured several 
Catholic activists. Izaak’s son, 
Kwasniewski, was put into power 
due to what we Americans have be¬ 
come accustomed to: Ashkenazi 
Media. 

Poland’s equivalent of the New 
York Times is Gazeta Wyborcza. It’s 
run by Adam Michnik (Shekter). 
Adam’s brother, Stefan, was a 
Judge. After having Catholic offi¬ 
cials executed he fled to Sweden 
(Michnikowszczyzna, Zapis 

Choroby). This was during the 
short period in which Moczar 
gained control of the UB (Secret 
Police). Michnik’s brother, Stefan, 
changed his name to Swedowicz. 
All this is about the generational 
Ashkenazi oligarchy. 

As far as post WWII Warsaw be¬ 
havior goes, evidently Mr. Mueller 
does not comprehend or care what 
happened to Catholics. For his infor¬ 
mation, after 1944 Catholics had no 
say in the actions of their govern¬ 
ment. Stalin sent approximately 
500,000 non-Catholic Ashkenazis to 
govern and direct Warsavian affairs. 
Berman and his cohorts placed 
countless thousands in cells. 

Tens of thousands of Catholics 
were beaten nearly to death. One 
of my doctoral professors. Tad 
Przeciszewski, a Catholic activist, 
was incarcerated for suggesting 
that Catholic schools remain open. 
He was physically beaten for pub¬ 
lishing a periodical similar to our 
Culture Wars. Upon release he be¬ 
came one of the most diplomatic 


of scholars. He would have never 
dared to pen anything similar to 
the 1,200 page study conducted by 
Dr. E. Michael Jones. However, his 
Catholic graduate students were 
privately educated on the implica¬ 
tions of the transnational genera¬ 
tional Ashkenazi oligarchy and its 
networking. Tad might not have 
been as well known as Dr. E. 
Michael Jones, but he was a cham¬ 
pion of society. He worked for un¬ 
derstanding and sought peace and 
good will for mankind. He also 
gave hundreds of students the keys 
for studying the verboten. 

It’s kinda funny reading about 
Mr. Mueller’s statement pertaining 
to Warsaw, Rockets and Putin. Evi¬ 
dently he only hazily sees or com¬ 
prehends the generational 
Ashkenazi oligarchy. Mr. Sikorski, 
formerly of the American Enter¬ 
prise neokonski think tank and 
married to the internationally 
famed journalist Applebaum, had 
the greatest influence in Warsaw’s 
foreign affairs. 

The Slav is not the diabolus that 
Mr. Mueller makes him out to be. 

It’s more than probable that less 
than 3 percent of Germans dislike 
Polonians. One doesn’t know if 
Otward Mueller can be weaned 
from loathing fellow Europeans. 
However, there are bigger fish in 
the sea than the Czechs and Poles. 

It wasn’t the Slavs that give a pariah 
nation nuclear subs to endanger 
humanity. We Polonians use to 
have a saying: ''Sila eksimosow jest 
dzieki walcenia miedzy innymT' 

Or, the strength of the Eskimos is 
due to the infighting of others. 

B. Chapinski 
bchapinski@me.com 
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Rapacious Usury: 
Fact or Fiction? 


by Garrick Small 


A rapacious usury, although often condemned by the Church, but practiced nevertheless under another form by avaricious and grasping men, has in- « 

creased the evil; and in addition the whole process of production as well as trade in every kind of goods has been brought almost entirely under the 
power of a few, so that a very few rich and exceedingly rich men have laid a yoke almost of slavery on the unnumbered masses of non-owning workers. 

Leo XIII, Rerum Novarum 6,1891 


INTRODUCTION 

The economic system of the pre-modern Christian 
world was based on three institutions very different to 
the economic world of today. The three institutions 
were property, just price, and the use of money. Be¬ 
tween them they returned the highest level of wages 
compared to the cost living that has been experienced 
in the last seven centuries (Rogers 1884). Relative 
wage levels indicate the level of social cohesion, of soli¬ 
darity, something that is not conveyed by GDP per 
capita, the more recent quantifier of economic success. 
The three economic institutions were not unique to 
pre-modern Christendom. Various aspects of them are 
shared by other cultures, both historically and in the 
world today. In the West, modernity swept them away 
as it overtook Europe through the 16th century. 

Each of these three institutions operated within a 
moral doctrine. The use of money was informed by 
the moral prohibition of usury. Usury has endured as 
perhaps the most controversial of these ancient eco¬ 
nomic doctrines. Medieval moral thought condemned 
usury as a mortal sin and the Council of Trent dealt 
with usury as a major head under the sin of theft. The 
only papal encyclical specifically on usury, Vix 
Pervenit (1745)denounced it unequivocally, and Leo 
XIII railed against the economic world of late 19th 
century as racked by rapacious usury. 


Garrick Small, Ph.D. is a professor of economics in the Department of 
Property Economics at the University of Technology Sydney in Sydney, 
Australia. 
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Contrary to this clear denunciation, the 20th cen¬ 
tury developed the view that the Church had changed 
its mind on usury. John Noonans work on usury treats 
it as more of a Scholastic scruple, as some sort of ex- 
tortive excess, seldom encountered in practice 
(Noonan 1957). This is a far cry from the position of 
St. Peter Canisius who refused absolution to German 
bankers who would not make restoration for their 
usurious gains (Broderick 1939). Today, few Catholic 
scholars are so bold as to admit publicly their agree¬ 
ment with Leo XIII concerning the recognition of 
usury in modern society. A 1994 publication of the 
Pontifical Council for Justice and Peace included not 
one, but two statements to the effect that the Church’s 
position had changed, one by the writer of the preface 
and the other by the author of the main text (deSalins 
and deGalhau 1994). 

Some have taken this view as proof that the moral 
order evolves. The change in the moral status of usury 
is cited as a precedent for the supposed moral enlight¬ 
enment now deemed appropriate for contraception, 
homosexuality and other Catholic doctrines inconve¬ 
nient to modern Western culture. Usury itself resides 
within economic relations, but the implications of a 
change in any part of the Church’s essential moral 
teaching has widespread implications. If the teaching 
on usury can change, then any part of the doctrinal 
and moral teaching of the Church can also change. 
Depending on how the change is understood, it may 
even threaten the very philosophical roots of Christian 
thought. Classical realism, the general foundation for 
all reliable scientific understanding relies on the con¬ 
stancy of form. If usury was essentially an evil thing. 












Avaritia by Hieronymous Bosch 


and now it is not, then its form has changed. If forms 
change then it is pointless basing your philosophical 
method on the assumption that they do not. There is 
much at stake here. 

Usury is commonly understood as interest on 
money loans. This is a reasonable though hazardous 
approximation. Usury is more accurately any return to 
the vendor of a thing beyond what is entitled. Its asso¬ 
ciation with interest on money loans is based on the 
belief that interest on money loans represents just such 
an excessive return in its purest form. Usury can occur 
in other transactions as the excess that the vendor 
earns above the just price of a 
good. In general commerce, 
it is often unclear what the 
just price is, hence the usury 
component may be uninten¬ 
tional and unknown. In the 
case of money loans this is 
not the case. In the absence 
of external factors, such as 
risk, and inflation, the just 
price of money is its own 
value, and the repayment of 
anything more than the prin¬ 
cipal of a loan was considered 
pure usury. 

It is easy to see, for example, that risk constitutes a 
reasonable ground for expecting an extra margin in 
any payment. A margin or charge for risk is like an in¬ 
surance premium that if correctly priced does not earn 
a profit for the vendor of a thing, but only prevents 


loss. If the interest charge is partly to cover 
risk, then that part can be accepted as licit. 
Likewise, inflation results in the value of the 
money returned not being equal to the value 
of the money lent and gives rise for another 
component of licit compensation to the 
lender. Once these licit costs are deducted 
from the interest rate then the remainder, 
the pure interest charge, would appear to be 
indefensible usury. As deliberate theft com¬ 
mitted purely for personal gain at the ex¬ 
pense of another, usury was considered seri¬ 
ous sin in the Catholic Church and could 
only be absolved after the usurer made resti¬ 
tution. 

There are several lines of philosophical ar¬ 
gument that lead to the immorality of usury 
and it is worth exploring their general thrust. They all 
lead to the conclusion that the owner of money has 
title to the value of the money, and no more. If the 
lender of money insists on a payment in excess of the 
value that is licitly the lender’s, then that person is in¬ 
sisting on receiving a payment for something that is 
not his in the first place. The language of usury relies 
heavily on this concept of title. The lender is said to 
have title to the value of money, but no title to inter¬ 
est. Usury is immoral because the lender has no intrin¬ 
sic title to a return above the value of the money lent. 


This may be contrasted to what are referred to as ex¬ 
trinsic titles to return. These are titles that the lender 
may have to other, separate, returns that are indepen¬ 
dent of either the value of the loan, or the pure inter¬ 
est. Risk has been cited an example of an extrinsic 
title. 



Some have taken this view as proof that the 
moral order evolves but the implications of 
a change in any part of the Church’s essen¬ 
tial moral teaching has widespread implica¬ 
tions. 
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THE STERILITY OF MONEY 

The first person to provide a reasoned rejection of 
intrinsic title to pure interest on a money loan was 
Aristotle. His argument was based on the fact that 
money was sterile, that it was unproductive (Aristotle 
1981). If I were to lend you a cow, it would produce 
milk for you. In simply being, it provides for some hu¬ 
man want. If I lend you a house, it likewise provides 
shelter, so in mere possession, you benefit on an ongo¬ 
ing basis, above the value of the cow or the house, 
which may be returned at a future time unchanged. 
The owner has title to both the cow and the fruit of 
the cow and hence may expect in loaning the cow 
both the cow back and an additional payment for the 
product of the cow; likewise with the house. The natu¬ 
ral productivity of the asset gives the owner an intrin¬ 
sic title to a return in excess of its sale price, or value. 

Close reflection on the nature of money reveals that 
it is not naturally productive. Money does not directly 
sate any human want, so it cannot claim a return in 
excess of its value. Most modern people object to this 
because they are aware that money does produce a re¬ 
turn when invested in a bank account. But what if this 
return is usury and immoral, and only begs the ques¬ 
tion? Where does the bank get the money to pay its 
depositors interest? The bank earns interest by lending 
its money to borrowers who willingly pay interest for 
the opportunity to use money that they do not own. 
Willingness to pay is not equivalent to a just title to re¬ 
ceipt. A person dying of thirst in the desert is freely 
willing to give a fortune for a drink of water, just as 
shopkeepers were willing to pay insurance money to 


the Mafia in the USA to avoid harm to their property 
and persons. It is not only Christian charity, but jus¬ 
tice that can be shown to be violated by such de¬ 
mands. However, Richard Weaver (1948, p.55) 
recognised that our current culture models itself on 
just such relations, making it difficult for us to see be¬ 
yond our cultural parochialism. Understanding usury 
requires moving above our cultural background to re¬ 
flect, not on willingness to pay, but on right to de¬ 
mand a price. 

The apparent answer to the origin of bank interest is 
that borrowers use their loan money to buy useful 
things, like houses or businesses. The loan enables the 
borrower to access something useful and productive, 
therefore they are indebted for the whole benefit de¬ 
rived from the loan. For example, I borrow to buy a 
house. I become the owner of a house and I no longer 
have to pay rent for my accommodation. The value of 
the house represents the principle of the loan and the 
extra benefit I gain, in the form of the avoidance of 
rent, justifies the payment of interest. This line of 
thought is so familiar to us that it seems irrefutable 
evidence that prudent borrowing is productive and 
justifies an obligation to pay interest. 

Closer examination reveals that it is the house that is 
productive, not the money loan. A prudent borrower 
quickly converts the money loan into something else, 
something that is not money, because money essen¬ 
tially does not do what a house or a business asset 
does. Money cannot house, clothe or shelter us and it 
is not like a machine that can produce useful things. 
Marx was content that because money could be con¬ 
verted into a productive asset, then it was itself pro¬ 
ductive (Marx 1957), but a little thought shows this 
false. There is a massive and essential difference be¬ 
tween money and what money will buy. Consider in 
the previous example what happens when the house 
burns down. If the borrower borrowed money, then 
the loan would still stand, and interest and principle 
would have to be paid in addition to the borrower’s 
continued need for accommodation. If the borrower 
had borrowed the house directly, then loss would be 
far more tolerable, though not for the lender. 

The elegance of loaning money is that it avoids ex¬ 
posure to the risks associated with the productive as¬ 
sets themselves. The borrower always enters the rela¬ 
tionship from the weaker position, and always risks 
the possibility of being further weakened to the point 
of bankruptcy. The way that borrowers are exposed to 
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potentially devastating outcomes is apparently why 
the ancient Hebrews prohibited loans between fellow 
Jews, but allowed lending, at interest, to the gentiles 1. 
They knew that “The rich rule over the poor, and the 
borrower is the slave of the lender” [my emphasis] 
(Prov. 22:7). Lending was recognised as a means of 
weakening or enslaving the borrower, as effective, but 
far easier, than fighting with them. 

There is a common belief today that money became 
productive somewhere in the 19th century, or perhaps 
even earlier, as a result of developments in the finan¬ 
cial organisation of the West. This has a certain his¬ 
torical validity, as the late 19th century saw the wide¬ 
spread introduction of joint stock companies, the 
liberalisation of lending and a great degree of 
internationalisation of financial dealings. The oppor¬ 
tunities for investment and gain from financial deal¬ 
ings exploded, giving the appearance that money in¬ 
vestments were simply productive. Money had appar¬ 
ently changed in essence from an inert useless thing, 
into something that had a great power of its own. 
Such a change would be like a grain of sand becoming 
a flea, or lead becoming gold. In fact what happened 
was that the rules of business had not changed, only 
the diffusion of usury had exploded through the busi¬ 
ness world and in response the business world refined 
and developed its understanding of its mechanics. 


generating first the science of positive economics and 
later the technology of finance. 


THE CONSUMPTIBILITY ARGUMENT 

Even if money had changed its nature, which it has 
not, the sterility argument is not the central argument 
against usury2. The major difficulty with usury is the 
fact that, even if money were in some way productive, 
it is consumed in being used; it is what is known as a 


consumptible good. This gives rise to the 
consumptibility argument for usury and may be 
found in St. Thomas’s Summa Theologica (1981, II- 
II, Q.78). This argument is usually explained using 
another quality of money as well, the fact that money 
is fungible. This means that money is measured only 
by number or quantity; that it does not matter which 
coins, notes, or other media are used, so long as they 
sum to the same amount then there is equal value. 

These two qualities of money are important when it 
is loaned. The borrower uses the money up, which is 
all that can be done with it, and then eventually repays 
the loan with different coins, notes, or whatever. If I 
loan something and the thing consumed in its use by 
the borrower, then I can expect repayment equal to 
the restoration of the equal amount of the thing. If I 
lend you a bottle of wine, or six eggs, I would reason¬ 
ably expect a bottle of wine, or the six eggs in return, 
even though I would not expect the exact same wine 
or eggs. I would know that the reason you had bor¬ 
rowed them would have been to consume them, and 
that their value is wholly in the benefit they confer in 
being consumed. The use value of the wine is its only 
value, and when it is used up, its value is exhausted, 
though the obligation to repay the loan remains. In 
loaning the wine I have denied myself the opportunity 
of consuming it myself, but that consumption could 
only ever happen once, not on 
some ongoing basis forever. 
When my debtor gives me a 
bottle of wine in return, then 
my opportunity to consume it is 
reinstated in full. This is what 
happens when money is used. It 
is always consumed by being ex¬ 
changed for something else. 

If I own $100, it has the value 
of $100 sitting on the shelf, or 
the use value of being able to be consumed in the act 
of buying $100 worth of something else. There are 
two ways I can dispose of the money, I can sell it to 
somebody for its value of $100, say by changing a 
note for coin, or I can use it, in which case I enjoy 
$100 of use value before the sum is exhausted. Once 
the money is gone, used up, it cannot be used more. 

Imagine that today I lend you $ 100 to be repaid in a 
year. Unless you leave it under your bed, you will 
probably spend it to buy something. Once spent, you 
cannot use the money anymore, for it is gone, though 


The elegance of loaning money is that it 
avoids exposure to the risks associated 
with the productive assets themselves. 
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you may enjoy the thing bought. You have used $100 
worth of my money and since it is a fungible, I expect 
only a comparable quantity of money in return. Re¬ 
gardless of whether you repay me in a day or a year, 
you will never get any more use from my money. You 
may now own a productive asset, but you no longer 
have the money. The money can do you no more good 
because it is gone. All that remains is your obligation 
to repay what you have used, and used up, of mine — 
$100. The wait that we may have agreed before my 
$ 100 is returned is immaterial. You have benefited by 
$100 of spending power, no more. I have given you 
$100 of use value, and you owe me $100 in use value 
in return. St. Thomas Aquinas said, and the Church 
has always agreed, that if I expect not only the use 
value, but also the sale price as well, then I am effec¬ 
tively selling the same thing twice. Usury is this 
double sale; it is theft. 

There are other arguments against usury as well. 
One is the abhorrence of selling the future, of selling 
time. This should be distinguished from the sale of 
some good that is realised over time, such as shelter 
from a house, or wages to a sentry, who does nothing 
but stand at a gate for a time. To sell time for no more 
reason than its passing is to sell something that be¬ 
longs to everyone in common, or that perhaps belongs 
rightly to God alone. 

Another argument for the immorality of usury 
comes from Aristotle and is based on the teleology of 
money, its purpose. Aristotle observed that money had 
three purposes. It serves as a medium of exchange, a 
store of value and an indicator of worth. In each of 
these roles, money is a good, it helps humans to flour¬ 
ish, but none of them justify a fee to the owner. In 
sum, the various arguments focus on what money is, 
how it works and the just basis for ownership. Some 
arguments are not conclusive in themselves, some rely 
on characteristics of money that do not always hold, 
but accepting the method, they combine to convey an 
understanding of money that shows that the immoral¬ 
ity of usury is deductively certain. It is not a positive 
construct of a particular culture or religion, but a fact 
of nature. 


EXTRINSIC TITLES 

This does not exhaust all claims by a lender to more 
in return for a money loan than its face value. The 


Scholastics recognised extrinsic titles to returns. These 
are not due to the loan simply, but due to other exter¬ 
nal factors. For example, if I lend eleven people $ 10 
each, but experience has shown that one person in 
such a group will probably default repayment, then I 
may insist on asking for repayments of $ 11 from each 
of my debtors. I have not charged interest, but have 
only covered the damage that is likely to emerge from 
my habit of lending to those in need. All going well, I 
still only expect to recover $ 110, which is my due. 
This particular extrinsic title was referred to as dam¬ 
num emergens and included compensation for any 
damages or costs that accrued as a result of lending. 

Similarly, in some cases the act of lending may cause 
me a loss, such as in the case of lending money that I 
normally use in my business to replenish stock. As a 
result of my loan, my business income will be reduced. 
This is a case of income ceasing as a result of my lend¬ 
ing and gives rise to the extrinsic title known as lu¬ 
crum cessans. There are other extrinsic titles. Risk, in¬ 
flation, and lost opportunity are contemporary situa¬ 
tions that would constitute extrinsic titles to a return 
above the principle of a loan. They always have the 
characteristic of being related to either risk, or some 
other probable loss to the lender. The fact that a loan 
prevents a lender from obtaining an alternate usurious 
income is not an extrinsic title. 

In condemning usury, the Church has never con¬ 
demned extrinsic titles following from the loan. In 
practice, interest payments on loans are usually a com¬ 
bination of illicit usury and licit charges for extrinsic 
titles. In Medieval times, with a simpler economic en¬ 
vironment, usury would have composed the major 
part of the interest payment and the condemnation of 
bank loans would have been largely valid. Today, the 
balance is probably different, and certainly more com¬ 
plex. This largely explains the Church’s apparent 
change in the treatment of usury. When Pope 
Benedict XIV wrote on usury in Vix Pervenit, usury 
was denounced as evil, but the pope wisely pointed 
out that extrinsic titles must be recognised and re¬ 
spected. The encyclical pointed out that the question 
of extrinsic titles had not been adequately explored at 
that time, making it impossible for the Church to 
make pronouncements on specific actual cases of in¬ 
terest charge. Instead, the responsibility for identifying 
usury was thrown back on secular authorities and the 
position was adopted that if a community allowed a 
particular practice, then the Church would not con- 
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demn it until it understood the matter better. The 
Church appears to have retreated from judging the ex¬ 
istence of usury in specific economic relations, leaving 
it to individuals, secular authorities, and perhaps 
economists, to judge cases and develop understanding 
further. 

Other issues were also dealt with in Vix Pervenit. It 
had been common practice to distinguish between 
loans for consumption and loans for production, and 
also on the situation of the borrower. It had been com¬ 
mon to permit interest charges for loans for produc¬ 
tive purposes, and also loans to persons who were well 
off In the first case it was argued that the lender de¬ 
served to participate in the productiveness that the 
loan facilitated, and in the second, that the borrower 
had no need of the loan, only a whim, hence could be 
expected to pay for the convenience. Pope Benedict 
dismissed both of these cases. The encyclical also men¬ 
tioned licit investment of money, but warned that ex¬ 
cess income even on these may be usurious and illicit. 


USURY IN EUROPEAN HISTORY 

It has been objected that Vix Pervenit was directed 
only to the bishops of Italy, and therefore could not be 
held as a definitive papal statement on the matter. 
This implies that the prohibition of usury in 
Christendom was only a creature of Medieval philo¬ 
sophical whim and a local issue. While usury was a 
major issue in the Medieval period, various Councils 
from as early as the fourth century had consistently 
sanctioned interest charges, both for clerics and lay¬ 
men. It appears to have been a consistent teaching of 
the Church from the earliest times. The contribution 
of the Middle ages was a stricter and better thought 
out position on the practice. 

Even so. Medieval Europe had a banking industry, 
but it was shrouded in moral apprehension. Banking 
was closely associated with trade and it was compli¬ 
cated by many complex arrangements designed to dis¬ 
guise the underlying existence of interest charges. 
These included a device known as the triple contract, 
often referred to as the Contractus Germanicus. This 
involved several concurrent contracts that had the net 
effect of returning to the provider of money an 
amount in excess of the investment, apparently con¬ 
nected with licit commerce, but including an insur¬ 
ance arrangement that removed any risk. Loans were 


also available from Jews who permitted lending to 
gentiles. From the Christian perspective of the time, 
there was plenty of demand for loans and since the 
Jews were outside the realm of Christian salvation, 
their usury could not further harm them. 

Henry VIII was the first Christian monarch to legis¬ 
late a licit level for interest on loans, setting 5 percent 
as allowable (Goyder 1993). As the Protestant revolt 
swept Europe, the prohibition of usury was swept 
away in its wake (Langholm 1984). The Protestant 
mindset was formed partly as a revolt against the eco¬ 
nomic ordering of Christendom and had no place for 
moral argument as subtle as that against usury. Al¬ 
though Luther was not in favour of usury himself, his 
sola fides doctrine was easily turned to the conclusion 
that if one was not saved by works, then one would 
not be damned by them either. Calvin was more ag¬ 
gressive in supporting the merchant class that in¬ 
cluded bankers and developed arguments in support 
of interest taking that provided the carte blanche for 
bankers. 

Christian states tended to follow suit, probably un¬ 
der political and commercial pressure. The removal of 
secular restrictions on interest-taking was not necessar¬ 
ily an abrogation of the underlying moral, especially as 
extrinsic titles were becoming more widely recognised. 
They did place pressure on the Church’s ability to 
maintain its stand. 

Late scholastic thought included several thinkers 
who provided arguments, or held positions, in support 
of usury. Chafuen provided an outline of these and the 
arguments put forward in support of accepting usury 
on money (Chafuen 1986). It is noteworthy that the 
arguments all revolve on the unacceptability of pro¬ 
hibiting the practice. They are also made by persons 
who Chafuen described as being on the very liberal 
edge of the thought of their times. Normally an argu¬ 
ment from popular opinion, or even common practice 
is considered the weakest of all in logic, if not a mere 
fallacy. 

These arguments are predominantly composed of 
variations on the pleas that commerce is hampered by 
denial of access to debt funds, or that both borrowers 
and lenders freely desire access to interest-bearing 
loans. The first ignores the fact that lenders could in¬ 
vest as equity partners, the morality of which has never 
been questioned-there is nothing that can be achieved 
with debt funds that cannot be done with equity, ex¬ 
cept for pure financial manipulation of profits. The 
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second is a red herring as an argument for the moral 
acceptance of usury. A community’s hunger for some 
practice is not grounds for its moral acceptance. 

What may be learned from these arguments is that 
they seldom attack the conclusions drawn from the in¬ 
trinsic natures involved, but rather argue from popu¬ 
larity and personal benefit, sometimes disguised as so¬ 
cial benefit. The unfortunate reality has been that 
countries that abandoned the three Christian eco¬ 
nomic institutions experienced spectacular economic 
growth, although the most outstanding example, En¬ 
gland, was initially boosted considerably by its na¬ 
tional policy of piracy, especially against the Spanish. 
Economic growth does not necessarily equate with 
justice, or with the common good, but it does provide 
a very attractive model that entices others to follow. 
This is but one of the banker’s enticements. It has 
been sufficient to move most Western countries to 
permit banking, first on a limited basis, but progres¬ 
sively more liberalized. 

Today, the idea that there is a threshold above which 
loans are usurious is for all practical purposes an effec¬ 
tive way of rendering the issue meaningless, if not for¬ 
gotten. No one today would seriously include usury in 
an examination of conscience, as if usury is no longer 
encountered in the modern world. This being the 
case, we are left to wonder at Pope Leo’s belief that it 
was a major widespread problem in the West. 


TWENTIETH CENTURY THOUGHT 

The topic that has interested economists over the 
last century has not been the usury threshold of inter¬ 
est rates, but simply how to account for the charge of 
interest itself This is a useful practical question that 
has shed considerable light on the problem of usury, 
though without economists realising it. Irving Fisher 
suggested that interest rates were a kind of impatience 
premium on money (Fisher 1930/1977). We have al¬ 
ready seen how this degenerates into an exploitation of 
the borrower’s need or desire, their desperation, or 
their concupiscence. Fisher also believed that interest 
existed as a by-product of profit and was justified as 
participation in some proportion of the profit that was 
to be made due the availability of funds. 

John Maynard Keynes grappled with the origin of 
interest and his views changed through the course of 
his writings. He is usually held to believe that interest 


is a kind of participation in economic growth. On this 
basis he recommended borrowing in the present in or¬ 
der to stimulate growth in the future, producing a 
kind of temporal equation of money value through in¬ 
terest. In his later writings, Keynes’s thinking was the 
exact opposite of Fisher. He believed that the rate of 
interest was purely a positive social construct that ac¬ 
tually produced the rate of profit as a dependent ef¬ 
fect. Keynes apparently came to believe that the base 
rate of interest for a community is simply and ulti¬ 
mately that rate which it finds acceptable, a sort of po¬ 
litical or psychological balance between the various 
players. Carlo Panico extended this suggestion, find¬ 
ing that many other major economic theorists 
recognised this priority of interest as the fundamental 
rate within an economy (Panico 1988). Finance 
theory appears to confirm it. 


FINANCE THEORY 

Most current finance texts offer considerably sim¬ 
pler explanations of the origin of interest by way of a 
set of empirical interest theories. These usually include 
the risk premium theory, the inflation premium 
theory, the liquidity theory and the expectation theory 
of interest. Each of these explains a part of a given in¬ 
terest rate. The risk premium theory suggests that the 
more risky a loan is to the lender, the higher the inter¬ 
est rate will be. It suggests that there is a base level of 
interest that would be paid on a risk free loan, and 
government bonds are often adopted as the risk free 
basic interest rate. The inflation premium theory sug¬ 
gests that lenders will only lend if the risk free rate ex¬ 
ceeds inflation, otherwise their net principle would di¬ 
minish over time. The liquidity preference theory sug¬ 
gests that lenders expect an additional margin when 
the loan is made over a longer fixed term. The expecta¬ 
tion theory simply asserts that lenders expect some re¬ 
ward for lending or they will not be motivated to lend 
at all, and for that matter, that borrowers expect to 
pay. At its heart expectation theory is merely a psycho¬ 
logical theory, or more accurately, a psychological de¬ 
scription. The expectations theory posits a component 
of interest that is risk free, in excess of inflation and in¬ 
dependent of any loadings for term. 

For example, on 1 January 2007 before the Global 
Financial Crisis took hold, interest rate for standard 
variable rate home mortgages were 8.6 percent, the 
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Capital Asset Pricing Model 

(Mth inflation and expectation components dissected) 



yield on short term Australian government bonds was 
about 6.2 percent and inflation was about 2.6 percent. 
The gap between home mortgage rates and govern¬ 
ment bonds of about 2.4 percent was due to the riski¬ 
ness of lending to home buyers compared to the gov¬ 
ernment. By subtracting inflation, the return on govern¬ 
ment bonds is reduced to about 3.6 percent which is 
known as the real rate of return. This means that 3.6 per¬ 
cent of the loan interest on government bonds, home 
mortgages and all other lending is purely the result of 
the expectation of the lender for a return in excess of 
the principle. That looks suspiciously like usury. 

One of the common validations of usury is the 
claim that as a result of the widespread development 
of capitalism, money became productive. This claim 
deserves careful consideration because it has been held 
by a number of prominent Catholic thinkers. It must 
be remembered that St. Thomas, and later Pope 
Benedict XIV both approved of investment in business 
enterprises as a licit way to earn a return on ones money. 
This means that if a person were to loan money at the ex¬ 
pense of such an investment, the lender would have a 
licit extrinsic title claim to a comparable return via lu¬ 
crum cessans. If such investments are commonly avail¬ 
able, then money could be considered to be normally 
productive in these alternate applications. On this ba¬ 
sis, usury disappears from most common loans, except 
for cases of extraordinary interest rates. 

However, Pope Benedict XIV also pointed out that 
even these licit business investments could take on the 
character of usurious investments if their returns were 
excessive. The nature of returns from equity invest¬ 
ment is complex and depends in no small measure on 
that other Medieval economic institution, the just 
price. It is not necessary to delve too far into that is¬ 
sue, as modern finance theory provides a ready answer 


in the form of the Capital Asset Pricing Model 
(CAPM). The CAPM model links all debt and equity 
financial investments together on the basis of risk and 
return. It is an extension of the risk premium theory of 
interest. 

The reality is that all capital assets, including com¬ 
pany shares, land and even larger machinery, are 
priced by dividing their annual return (income plus 
price growth) by their anticipated rate of return. For 
example, if an asset is expected to have a rate of return 
16 percent pa and it produces an annual return of 
$32, then the price that should be paid for it will be 
$32 divided by 16 percent , or $200. This is the stan¬ 
dard method of valuing financial assets and is known 
as the capitalisation method of valuation3. 

The Capital Asset Pricing Model suggests that the 
anticipated rate of return is constructed by adding a 
risk margin to the risk free rate. 16 percent can be 
considered as a risk margin of 9.8 percent above the 
risk free rate of 6.2 percent. This means that all finan¬ 
cial assets are priced and earn returns based on the risk 
free rate. We have seen that the risk free rate contains a 
usury component, therefore the capitalist world is 
thoroughly permeated by usury, just as Pope Leo XIII 
claimed a century ago. If our example were priced in 
January 2007 it would include 3.6 percent of usury 
even though it may have apparently little in common 
with a money loan. 

A little reflection shows that this effectively exposes the 
usurious component that Pope Benedict XIV suspected, 
but in his time was not able to detect because financial 
theory and analysis was not sufficiently advanced and the 
practices not sufficiently matured. This is not the case to¬ 
day, though it is not the direction of the dominant de¬ 
bate in Catholic intellectual circles. 

At first sight, recognising the extent of usury in our 
Western culture can be overwhelming, but it need not 
be so. In most cases it is done quite innocently, and it 
will be some time before the general sketch presented 
here will be developed sufficiently to form useful 
moral direction. More positively, we can return to 
Keynes and Panico, the theorists who recognised ex¬ 
plicitly that the rate of interest was a social conven¬ 
tion. If the rate of interest is fundamentally a psycho¬ 
logical or social construct (an arbitrary positive arte¬ 
fact of a particular culture and time) then it should be 
able to be changed as the result of social, political or 
even psychological action. The interest rate cuts result¬ 
ing from the Global Financial Crisis make sense when 
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viewed in this light-especially if inflation prospects in 
a depression are expected to be nil at best. More per¬ 
manent measures are needed however to dampen the 
likelihood of future financial corruptions. These have 
been achieved effectively in the past and are advocated 
by some responsible political groups. 


RECENT R^ECTIONS OF USURY 

The Australian Government originally created the 
Commonwealth Bank with exactly that object, though 
not stated in terms of controlling immoral usury. It 
was to provide low interest credit for Australian pro¬ 
ductive investment. It provided loans at 1% per an¬ 
num interest, a rate that could be considered justified 
on the basis of administration costs, a reasonable extrin¬ 
sic title. In doing so it provided a floor to rates of return 
that impacted on most of the economy, both directly and 
as a result of its effects on capital asset pricing. The only 
losers were the private banks. They eventually applied 
pressure that first hobbled the Commonwealth Banks 
ability to provide this type of funding and more re¬ 
cently transformed it into one of their own kind, re¬ 
moving its threat. There have been other specialist de¬ 
velopment banks created with the same object as the 
Commonwealth Bank, but usually with more special¬ 
ized target industry sectors, such as primary resources. 
They have also been effectively removed from the fi¬ 
nancial landscape over time. Jack Lang’s thwarted at¬ 
tempt to bring NSW out of the Great Depression by a 
moratorium on foreign interest payments was another 
instance of Australian government action that implic¬ 
itly recognised the harm caused by usury and the ben¬ 
efits of policy that controlled it. 

More recently, the late B. A. Santamaria advocated 
the establishment of new development banks to oper¬ 
ate on the same lines as the original Commonwealth 
Bank. His organisation, the National Civic Council 
(NCC), has continued to advocate that strategy as 
part of a plan to strengthen Australia’s economy. In no 
place in Santamaria’s writing, or the publications of 
the NCC, is the problem of usury mentioned, yet 
their strategy for the financial health of Australia 
hinges on a proven policy that just happens to take 
usury out of the entire economy. They are not the only 
public groups who recognise this potential. 

Their evaluation of the effects of high interest rates 
on a country is similar to those predicted in the Old 


Testament — borrowers are weakened and enslaved by 
loans at usury and all the other investments contain¬ 
ing usury components that comprise the contempo¬ 
rary financial landscape. 

Unfortunately, such visionary economics is not em¬ 
braced today by any of the major political parties, or 
mainstream economics4. These tend to be governed 
by the various implications of materialism and a vision 
of the person that is sub-human. The acting person 
must be free to make moral decisions. Knowledge of 
the moral implications of those decisions is part of 
that freedom. Wealth is a good and it contains the 
power to do great good. The three economic institu¬ 
tions of the pre-modern world each provided guidance 
on how to realise that good. The good property owner 
recognised that property ownership involved obliga¬ 
tions to the community. The good merchant or 
guildsman recognised obligations to neither charge 
customers too much nor pay employees too little. The 
good money owner recognised the immorality of lend¬ 
ing into a relationship that returned an income with¬ 
out risk, cost, or labour. Christians and others of good 
will deserve access to these moral insights, but unfor¬ 
tunately they have been written out of Western con¬ 
sciousness over the last half millennia, despite the offi¬ 
cial Church’s continual defense of them. 

At this point in history, standing as we do at the 
close of the modern era, and armed with the evidence 
and experience of the last five centuries, it is a most 
opportune time to re-open investigation into the 
splendour of the Church’s social teaching regarding 
the fundamental principles for economic relation¬ 
ships. In Caritas in Veritate Pope Benedict XVI has 
wisely reiterated that “the Church does not have tech¬ 
nical solutions to offer” (CV n. 9), only criteria that a 
moral economic system must meet. This should be 
taken as a pointed criticism of anyone who would 
champion any particular “ism” as the answer to the 
economic problem, especially as the two dominant 
economic “isms” fall well short of those moral criteria. 
His focus on the importance on love and solidarity 
would suggest that if it is indeed true that the bor¬ 
rower becomes the slave of the lender, then any eco¬ 
nomic system that permits enslavement is to be dis¬ 
couraged. In this he is resonating not only with the 
entire set of social encyclicals, but also with St. Tho¬ 
mas and the dominant thread of Catholic thought 
through the ages. 
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If usury is indeed an intrinsic abuse of money, then 
it could hardly be better proven than by being naively 
targeted as a major economic problem by a world that 
currently does not think it exists. The call for develop¬ 
ment banks is just such a recognition, amongst many 
others. It also confirms Pope Leo XIILs observations 
regarding the pervasiveness of usury, a condition that 
has deteriorated in the century since he first noted it. 

Yet the same century has seen usury disappear as a 
topic for debate. To be fair, the period was dominated 
by the more pressing battle between Marxist socialism 
and Anglo/American liberal capitalism. Within that 
dichotomy the Church has clearly rejected Marx, leav¬ 
ing the other to influence Christian minds, perhaps far 
too much. Liberal capitalism has no place for self-re¬ 
straint, and is built on an openness to usury. It is little 
surprise that few Catholics today understand the di¬ 
mensions of the problem. 

The challenge for our time is to develop an eco¬ 
nomic science suitable for the acting person, built on 
the reality of creation and the dignity of the person. 
Such an economics would offer moral actors opportu¬ 
nities to freely choose to realise the common good. 
Like Mary freely surrendering herself to the Will of God, 
a truly human economic system could only be composed 
of free persons, aware of the impacts of their acts and in¬ 
clined to freely serve God through their neighbour. Such 
an economic system would see the rapacious usury of 
today dissolve into little more than an ugly aberration 
of history, little different to black slavery, or the prison 
colonies of Enlightenment England. 
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NOTES 

1 “You shall not lend upon interest to your brother, 
interest on money, interest on victuals, interest on 
anything that is lent for interest. To a foreigner you 
may lend upon interest, but to your brother you shall 
not lend upon interest; that the LORD your God may 
bless you in all that you undertake in the land which 
you are entering to take possession of it.” (Deut 
23:19-20). See also (Ps. l4:l4-5; Prov. 28:8; Jer. 
15:10; Ez 18:8; Ez 18:13; Ez 22:12; Neh 5:9-11) 
amongst others. 

2 The Scholastics recognised one intrinsic title to in¬ 
terest known as ad pompen. This related to a loan that 
was not spent but merely used as a display of money to 
impress third parties. It was a rare use of money but 
one that warranted a fee. 

3 In some cases, rather than dividing by a rate of re¬ 
turn, the annual return is multiplied by its reciprocal, 
often referred to as the payback period or years pur¬ 
chase’ figure, but the result is the same. 

4 The best articulated systematic economic argu¬ 
ments against usury tend to be found in contemporary 
Islamic scholarly literature. There have been a number of 
Moslems educated in Western economic theory who 
have applied it to their culture’s religious rejection of 
usury. They have shown the superior effectiveness of 
financing systems that avoid usury as well as related im¬ 
portant topics, such as fiat money. Despite the rigour of 
their methods, their conclusions tend to be marginalized 
from Western economic debate as culturally parochial. 
See for example Nomani, F. and A. Rahnema (1994). 
Islamic Economic Systems. London, Zed. 
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Pope Benedict XVI and 
the Failure of “Oinkonomics” 

Part II 


by Rupert J. Ederer 


I 

T 


FRATERNITY, ECONOMIC DEVELOPMENT AND 
CIVIL SOCIETY 

The third chapter opens with a reminder of original 
sin along with an interesting new expression added to 
the Catholic Church’s social teachings; and the two are 
not unrelated. It rearranges the premise for dealing 
with the social question by recalling that the human be¬ 
ing is, after all, not “the sole author of himself, his life 
and society,” which leads to him being “selfishly closed 
in on himself” That, Pope Benedict XVI reminds us, 
goes with “a purely consumerist and utilitarian view of 
life” which leads to the kind of crisis we once again 
find ourselves in (34). Here he introduces a new term 
which nevertheless echoes an important concept that 
has been present throughout the social teachings of 
the Church since Rerum Novarum. Pope John Paul II 
indicated in Centesimus Annus (10): 

In this way what we nowadays call the principle of 
solidarity, the validity of which both in the national 
order of each nation and in the international order I 
have discussed in the Encyclical Sollicitudo Rei Soci'alis 
(38-40), is clearly seen to be one of the fundamental 
principles of the Christian view of social and political 
organization. This principle is frequently stated by 
Pope Leo XIII, who uses the term “friendship,” a con¬ 
cept already found in Greek philosophy. Pius XI refers 
to it with the equally meaningful term “social charity”. 
Pope Paul VI, expanding the concept to cover the 
many modern aspects of the social question, speaks of 
a “civilization of love.” 

And now. Pope Benedict XVI appears to be expand- 
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ing the concept once again to cover more recent “as¬ 
pects of the social question.” The term gratuitousness 
(34) perhaps seems more awkward in English than in 
other languages, as for example gratuitUy in the Italian 
edition of this encyclical. Since social charity was 
linked with social justice by Pius XI in Quadragesimo 
Anno (88), and since the same Pontiff stated in Divini 
Redemptoris (51) that “it is of the very essence of social 
justice to demand from each individual all that is nec¬ 
essary for the common good,” it appears as though 
gratuitousness calls for giving over and above what is re¬ 
quired hy justice. It is “the astonishing experience of 
gift” which Pope Benedict XVI tells us “the human be¬ 
ing is made for...” And that is notwithstanding a 
widespread denial of that fact in modern economic 
life, “because of a purely consumerist and utilitarian 
way of life” (34). 

That brings us back to the principle of solidarity. As 
one of the two social virtues, social justice and social 
charity, which Pius XI told us were required for reha¬ 
bilitating the social order, social charity, unlike social 
justice, requires a gift. Justice, strictly speaking, and 
that includes social justice, does not involve gift or giv¬ 
ing, but seeing to it that each and all render to society 
at its various levels “all that is necessary for the com¬ 
mon good”(Z)/?. 51). The Jesuit Heinrich Pesch in 
outlining his solidaristic system established “the social 
virtues, justice and charity” as “the basic ethical prin¬ 
ciples for the objective regulation of social life,” 
which... “represent sacred obligations binding con¬ 
sciences of citizens and kings, of those subject to au¬ 
thority as well as those who are heads of state!” That 
appeared in the first edition of his Lehrbuch, published 

















in 1909, where he could still refer to the “expression 
social justice'' 2 iS “relatively new.” 

The one specific example of social justice which Pius 
XI presented in Quadagesimo Anno had to do with the 
just wage. And he was not referring to the payment of 
that wage by each employer to each worker, which is 
strictly speaking a matter of commutative justice, i.e, 
giving to each worker what is his due. The Pope was 
referring to the much broader problem of where the 
social order was so out-of-order that many, if not most 
individual employers could not 
possibly pay the just wage as 
called for in Quadragesimo Anno 
and previously in Rerum 
Novarum, while still remaining 
solvent. Referring to such a situa¬ 
tion, Pius XI wrote: “If in the 
present state of society this is not 
always feasible, social justice de¬ 
mands that reforms be intro¬ 
duced without delay which will guarantee every work¬ 
ingman just such a wage”(Q.A. 71). That is because 
justice in wage payment affects the overall common 
good inasmuch as it involves the preponderant major¬ 
ity of citizens in every age and culture who must work 
for a living. Pope John Paul II highlighted that very 
important point in Laborem Exercens. How else can 
one interpret these crucial and largely overlooked 
words by the Polish Pope? “It should also be noted 
that the justice of a socioeconomic system and, in each 


case, its just functioning, deserve in the final analysis 
to be evaluated by the way in which mans work is 
properly remunerated in the system” {LE 89). The 
Pius XI mandatum involves all who can play a role in 
bringing about the general prevalence of the just wage: 
the workers themselves along with their labor unions, 
the employers themselves and in their associations, 
and political leaders who may ultimately be in a posi¬ 
tion to put in place the conditions which assure that 
this minimum basic just wage is paid to all full-time 
adult workers. In all probability that will eventually 
involve also generosity, ox giving, i.e., gratuitousness on 
the part of all parties involved. 

Now a willingness to give, i.e. gratuitousness, where 
the common good is at stake is in fact evident else¬ 
where in society. It simply has not made it into the 
critical sector of economic life where the welfare of 
working class families is at stake and with them the 
common good of all of society. For example, in small 
towns throughout the United States and elsewhere 
there are fire departments staffed by volunteers who 
time and again, at great inconvenience and sometimes 
even grave personal risk, give of their time and effort 
to assure that their communities may have necessary 
protection in various kinds of emergencies. While as¬ 
sistance to individual persons and households in par¬ 
ticular calamities still constitute acts of individual 
charity, the willingness of volunteers to stand by and 


be ready day and night to help one and all provides a 
general sense of security for the community overall 
which can only be defined as social charity or gratu¬ 
itousness. Involved are actions directed toward the 
safety and well-being of all, i.e., the common good. In 
the economic area, the willingness of the CEO of a 
large business organization to limit his own salary be¬ 
low the exorbitant amounts that have become com¬ 
monplace, thus allowing hundreds or even thousands 
of his rank-and-file employees to earn a more equi¬ 
table and just wage, would be a good example of gra- 


The one specific exampie of social justice 
which Pius XI presented in Quadagesimo 
Anno had to do with the just wage. 
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tuitousness on his part. Such action would certainly 
serve the common good of the particular business and 
of the economy overall, thus substantiating what Pope 
Benedict is proposing here. 

The attempt to exclude such gratuitousness has long 
been at work in economic life. There we find the “con¬ 
viction that the economy must be autonomous, that it 
must be shielded from influences of a moral character 
that has led man to abuse the economic process in a 
thoroughly destructive way” (34). Other elements of 
the free market cult stand in the way, like free compe¬ 
tition, legitimate self-interest, etc. which smacks of the 
old laissez faire cult, and of Adam Smiths “invisible 
hand’ along with his disdain for those who, in his 
words, “affected to trade for the public good.” In the 
Pope’s words: “In the list of areas where the pernicious 
effects of sin are evident, the economy has been in¬ 
cluded for some time now.” In fact, “We have clear 
proof of this at the present time.” He concludes with a 
reminder that “the logic of gift does not exclude jus¬ 
tice, nor does it merely sit alongside it as a second ele¬ 
ment added from without.” At the close of this impor¬ 
tant paragraph (34), its author reaches the point where 
he can speak of “the principle of gratuitousness.” In 
fact, he appears to be continuing a shift in emphasis 
from social justice, toward what Pius XI long ago in¬ 
troduced as its twin principle for social order — social 
charity. That is a transition which Pope Paul VI cer- 


Konrad Adenauer 

tainly prepared the way for, and which John Paul II ar¬ 
ticulated at a very high level - as the principle of soli¬ 
darity {SRSy V). Now Benedict XVI appears to be reaf¬ 
firming it as “the principle of gratuitousness” stated as 
such in italicized form later in this chapter (36). And 
it is at this point where he turns his attention to the 
market and what is required for it to function as it 
should to fulfill its legitimate purpose. 

The concept market as such is basically neutral — it 
being an arrangement for buyers and sellers to meet in 
order to transact sales and purchases. A market 
economy therefore has come to be understood as one 
where exchanges by and large take place in accordance 
with demand expressed according to the needs and 
utility estimates of buyers, and with supply manifesting 
the scarcity and costs experienced by sellers who en¬ 
deavor to accommodate them. Under the best of cir¬ 
cumstances, exchange takes place in accordance with 
commutative justice so that each gets what is his due: 
the buyer his merchandise, and the seller his just price. 
The appropriate governing principle was termed by 
medieval theologians the principle of equivalencey or 
equal value for equal value. As it has developed over 
time in today’s complex and interdependent society, 
the parties on either side of the exchange process often 
evolved into unequal contenders. Thus one may have 
the advantage over the other by virtue of unequal 
knowledge of the market condition or unequal power 
(e.g. monopoly, combination) in the transaction, so 
that it is completed on the basis of power rather than 
justice. Principles other than equivalence have come to 
prevail, such as: “Let the buyer beware,” and the even 
more nefarious approach: “Every man for himself, and 
let the devil take the hindmost!” So now Pope 
Benedict can state with assurance: ''Without internal 
forms of solidarity and mutual trusty the market cannot 
completely fulfill its proper economic function' (his ital¬ 
ics). He does not cite this as a possibility, but rather as 
a fact. Thus: “And today it is this trust which has 
ceased to exist, and the loss of trust is a grave loss” 
(35). 

That condition is not new to the 2T^ century! 
Among other thing, it helps to explain why in post- 
World War II Germany emerging from 13 years of 
National Socialism, Konrad Adenauer, a model 
Catholic Christian statesman who became the war- 
devastated country’s first chancellor, worked to estab¬ 
lish, not a free market economy, but a social market 
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economy] Among other things it incorporated impor¬ 
tant social teachings of the Catholic Church which 
have a long history of development in the German¬ 
speaking lands. Down-sized Germany’s remarkable re¬ 
covery from the ruins of World War II following 13 
years of Nazi rule - its Wirtschaftswunder — became 
legendary. 

Meanwhile, resurrecting alongside the social market 
economy, on “a mountain in Switzerland,” as the Aus¬ 
trian-born economist Joseph Schumpeter remarked, 
not without some sarcasm, was the neo-liberal revival 
led by so-called “Austrian economists” notably 
Friedrich von Hayek and Ludwig von Mises. They 
won supporters in other lands, including Milton 
Friedman in the United States, who captivated the 
minds of political leaders of both major parties: like 
Ronald Reagan and George Bush — both senior and 
junior, as well as Jimmy Carter and Bill Clinton. To¬ 
gether, such non-Christian economists master-minded 
the restoration of the “free market economy.” That in¬ 
volved deregulation in certain sectors of the economy 
including the banking system, the abolition of protec¬ 
tive tariffs in the interests of globalism, and tax reduc¬ 
tions especially generous for the upper income groups. 


The earnest effort to restore the laissez faire conditions 
which led up to the economic collapse leading into the 
Great Depression in the 1930’s got underway; and it 
brought the world to the brink once again in 2008. 

Pope Benedict now points out that the social teach¬ 
ing of the Catholic Church includes, but moves be¬ 
yond the “principles of so-called commutative justice” 
to which the market certainly remains subject. “But 
the social doctrine of the Church has unceasingly 
highlighted the importance of distributive justice and 
social justice for the market economy, not only be¬ 
cause it belongs within a broader social and political 
context, but also because of the wider network of rela¬ 


tions within which it operates.” What is more: “....if 
the market is governed solely by the principle of 
equivalence in the value of exchanged goods, it cannot 
produce the social cohesion that it requires in order to 
function well.” That by itself implies more than sim¬ 
ply a free market, but, for want of a better name, a so¬ 
cial market. Why? Because “ Without internal forms of 
solidarity and mutual trust, the market cannot completely 
fulfill its proper economic function” (italics in text). The 
Pope was beyond a purely academic observation here, 
stating, “And today it is this trust which has ceased to 
exist, and the loss of trust is a grave loss”(35). 

By Pope Benedict’s assertion that “economic 
activity....needs to be directed towards the pursuit of 
the common good for which the political community 
in particular must also take responsibility,”(36) he 
made no converts among persistent free marketeers 
who want government to be absent. Indeed, 
oftentimes Catholic neoliberals who pretend to have 
some awareness of their Church’s social teachings will 
appeal shamelessly to the principle of subsidiarity, as if 
that hallowed principle provided a clear track for all 
government to vanish so that the strong can continue 
to oppress and cheat the weak! That ploy was in fact 

unmasked by Pope 
Benedict’s statement about 
“...when economic action 
conceived merely as an en¬ 
gine for wealth creation is 
detached from political ac¬ 
tion, conceived as a means 
for pursuing justice 
through redistribution. ” 
And that was followed by 
the provocative reminder 
intended for Darwinist free marketeers: “The Church 
has always held that economic action is not to be re¬ 
garded as something opposed to society in and of it¬ 
self” He added: “The market is not and must not be¬ 
come the place where the strong subdue the weak.” By 
a forceful statement, the market as such is exonerated 
in that it may “become a negative force not because it 
is so by nature, but because a certain ideology can 
make it so.” That “ideology” is the false concept of 
freedom as applied to the market and to economic ac¬ 
tivity overall to which Pope Benedict is applying in¬ 
stead certain truths so as to make it a true freedom 
which liberates; and that, we need to recall here, is the 


^^Without internal forms of solidarity and mu¬ 
tual trust, the market cannot completely fulfill 
its proper economic function.” 
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purpose of this encyclical. “Economy and finance” are 
neutral tools, but they can cause mayhem as they are 
doing now once again, “when those at the helm are 
motivated by purely selfish ends.”(36). 

It is necessary to recall at this point that in our time 
the term, market economyy itself has acquired signifi¬ 
cant ideological baggage so as to make it often identi¬ 
cal with the familiar notion, free market economy. The 
latter is proposed by its most extreme adherents as the 
absolute good in opposition to the absolute evib social¬ 
ism. Actually, through most of human history, there 
was no totally free market economy. That would repre¬ 
sent economic anarchy. The notion has become a kind 
of ideological bauble since the late 18'^ century when 
the goddess Liberty became an object of worship 
among avant-garde Europeans. During the Middle 
Ages there were significant controls imposed on mar¬ 
kets by craft and merchant guilds, as well as by local 
governments or ruling aristocrats. Also the concept of 
just price and the ban against usury, carefully devel¬ 
oped by theologians, was not dismissed lightly. During 
the Mercantilist era after the close of the medieval era, 
monarchs interfered often on a massive scale, through¬ 
out the market processes including pricing, as they at¬ 
tempted to assure an influx of gold and silver by posi¬ 
tive trade balances. In more recent times there have 
been various degrees of state intervention in the mar¬ 
ket for goods and services, as well as for the factors of 
production. These eventually ranged from the near to¬ 
tal command economy in the erstwhile Union of So¬ 
viet Socialist Republics, to instances of less but still 
substantial state control over economic life as, for ex¬ 
ample in National Socialist (Nazi) Germany and Fas¬ 
cist Italy, or even as in Great Britain directly after 
World War II. Closer to home there are still woeful 
lamentations at large about all of the “socialist” mea¬ 
sures enacted during the New Deal era in the United 
States during the Great Depression; and much energy 
has been expended in the years following it to rid our 
country of such “over-regulation” of our economy. 
Until now, I am not aware of any public outcry during 
the present economic catastrophe about the bank de¬ 
posit insurance system (FDIC) which was installed 
early during the New Deal period. It was designed to 
prevent large-scale bank failures like the ones which 
brought the economy to is knees after the stock mar¬ 
ket crash in 1929. Also, few would deny that during 
the deadliest of all wars which followed the Depres¬ 


sion (and finally put a definitive end to it!), it was nec¬ 
essary in the United States to set aside the so-called 
free market throughout substantial sectors of the 
economy. This involved allocation and rationing of 
materials and commodities in short supply, along with 
wage and price controls generally, in addition to excess 
profit taxes and taxes on incomes which ran as high as 
90% at the top brackets. Attempts to circumvent price 
controls were labeled with the pejorative term, “black 
marketeering,” and subject to severe penalties. 

Such situations bring the overall common good into 
sharp relief where it is obvious and can be recognized 
for its overriding presence and importance in eco¬ 
nomic life. But in fact the common good is always im¬ 
portant and present, politically and economically, as 
Pope Benedict is reaffirming in this encyclical, and as 
his predecessors have been affirming since 1891! He 
indicates here: “The economic sphere is neither ethi¬ 
cally neutral, nor inherently inhuman and opposed to 
society”(36). And that brings us to the kinds of prob¬ 
lems we face once again at present, because: “Without 
internal forms of solidarity and mutual trust, the mar¬ 
ket economy cannot completely fulfill its proper eco¬ 
nomic function” (3 5). 

There was one other new term presented in this 
chapter of Caritas in Veritate that is not found in pre¬ 
vious social encyclicals; and it is worth noting. It is the 
concept of stakeholdery as juxtaposed to the stock¬ 
holder. Pope Benedict introduces it in the context of 
his bold observation that, with “todays international 
economic scene... marked by grave deviations and 
failures... a profoundly new way of understanding 
business enterprise is called for.” With “(o)ld mod¬ 
els_disappearing_promising new ones are taking 

shape on the horizon”(40). “Stakeholders” include 
“the workers, the suppliers, the consumers, the natural 
environment, and broader society...” In a word, the 
Pope is speaking of the broader common good that ex¬ 
tends beyond the particular good of the stockholders 
or owners or even of the enterprise as a whole. Thus, 
the central theme of this and previous social encycli¬ 
cals comes to the fore again. It is: the common good 
and everyone’s obligations to it in social justice and so¬ 
cial charity (solidarity). This stands in contrast to what 
the Pope characterizes as “a new cosmopolitan class of 
managers.. .answerable only to the shareholders,” and 
such practices as “a speculative use of financial re¬ 
sources which yields to the temptation of seeking only 
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short-term profit without regard for the long term 

sustainability of the enterprise_”(40). That sounds 

all too familiar amid the wreckage of economies 
worldwide in 2008 on a high tide of sub-prime mort¬ 
gages and arcane speculative devices like hedge funds 
and derivatives. One indication of the tenuous condi¬ 
tion and vulnerability of the present economy where 
such things still abound is the undue preoccupation 
with indices like the Dow-Jones, Standard and Poor, 
etc. These reflect mainly the guesses and hopes of 
speculators who invest in securities and commodities, 
and who have far less interest in the real economy and 
“the public good” (which Adam Smith referred to with 
disdain), than in their own immediate prospects for 
gain. For them the economy is a vast casino where 
people play more than they work. The welfare of the 
people who work for a living and who are the real 
heart and soul of any economy, providing the goods 
and services needed by all, is abandoned to a scramble 
for the crumbs off the gaming table. 

The chapter ends with a papal statement citing Pope 
John Paul II, to the effect that globalization as such is 
“neither good or bad,” depending on “what people 
make of it. ”(42). And it was Pope Paul VI who already 
opposed the benighted notion held by some that 
“poor people should remain at a fixed state of develop¬ 
ment.” What is needed instead to avoid “great dangers 
and difficulties” is an “ethical spirit” that drives global¬ 
ization “towards the humanizing goal of solidarity.” 


THE DEVELOPMENT OF PEOPLES; RIGHTS AND 
DUTIES; THE ENVIRONMENT 

The fourth chapter of Caritas in Veritate is about 
solidarity, ethics in economic life, population, and en¬ 
vironmental concern. As the third chapter ends with 
an affirmation of solidarity ^ so Chapter Four opens with 
a quotation from the Pope Paul VI encyclical 
Populorum Progressio (17) stating: “The reality of hu¬ 
man solidarity, which is a benefit for us, also imposes 
an obligation” (43). Thus it becomes apparent that the 
concept solidarity^ which Heinrich Pesch established as 
the governing principle for an economic system op¬ 
posed to both liberal capitalism and collectivist social¬ 
ism, is intended to play a major role in this encyclical 
The Jesuit economist identified it in the first volume 
of his Lehrbuch as “... first of all social interdepen¬ 


dence, the actual mutual dependence of people on one 
another,” indicating that: “This mutual dependence 
on the well-being of other persons in society is there¬ 
fore no mere de facto relationship.” Instead: “Inas¬ 
much as the reciprocity and the community of inter¬ 
ests has its foundation in mans rational nature, soli¬ 
darity also represents a moral relationship between 
man and his fellow man.” 

Another significant concordance between the Ger¬ 
man Pope and the German Jesuit s thinking comes to 
the foreground here. The first chapter in the first vol¬ 
ume of the Lehrbuch is entitled Natur und Mensch 
[Nature and Man). The first section of that chapter es¬ 
tablishes the proper hierarchy between the two by its 
heading: ""Man as Lord of the World According to God's 
Ordinance r It does so on the basis of “the will of God, 
who assigned it to the father of the human race by vir¬ 
tue of the fact that He bestowed a rational nature on 
man, elevating him to a status higher than that en¬ 
joyed by the world of matter and plants and animals.” 
That makes Pesch’s Lehrbuch the only economics text 
which begins on the basis of Sacred Scripture (Genesis 
1:26, also 2:15), as well as in accordance with com¬ 
mon sense. 

Since common sense is not always common^ Pope 
Benedict XVI uses this chapter to defuse the at times 
exaggerated ecological concern which in our time has 
followed an era when the “environment” was not of 
significant concern at all, so that it became the object 
of what was often wanton depredation. He uses terms 
like “neo-paganism” and “a new pantheism” (48) to 
describe the pendulum swing to an opposite extreme 
where nature represents an “untouchable taboo”(48). 
The Pope warns that “human salvation cannot come 
from nature alone.” 

Now there can be no doubt that in our own time 
there is still much violation of nature and waste of its 
resources. The capitalist spirit which has prevailed in 
recent centuries, where profit at all costs and without 
limit is the dominant obsession, played a large role in 
that. It is often based on attitudes which reduce “na¬ 
ture merely to a collection of contingent data,” and it 
ends up “doing violence to the environment and even 
encouraging activity that fails to respect human nature 
itself”(48). Regrettably, and perhaps predictably, the 
environment and problems associated with it have also 
provided another opening for the population control¬ 
lers. In the face of facts like the so-called Green Revolu- 
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tion which among other things enabled some of the 
“overpopulated” and “starving” nations to become 
food exporters, along with the failure of their prophe¬ 
cies about imminent massive worldwide famine, some 
population alarmists have shifted their emphasis to en¬ 
vironmental concerns about imminent shortages of fi¬ 
nite resources, and to overpopulation as a cause of un¬ 
derdevelopment. In this chapter. Pope Benedict de¬ 
voted attention to such matters. 

Once again the facts refute the theory, as Pope 
Benedict points out. “Populous nations have been able 
to emerge from poverty thanks not least to the size of 
their population and the talents of their people” (44). 
This was true in the past in nations with the highest 
population densities like Great Britain, the Nether¬ 
lands, Japan, Germany and, in more recent times, In¬ 
dia. Its converse is true now when, “formerly prosper¬ 
ous nations are presently passing through a phase of 
uncertainty and in some cases decline precisely be¬ 
cause of their falling birth rates.” As the Pope points 
out, “.. this has become a crucial problem for highly 
affluent societies...” (44). That is due in part to what 
he cites as a “decline in births, falling at times beneath 
the so-called ‘replacement level,’” which puts a “strain 
on the social welfare systems, increases their costs and 
eats into savings and hence the 
financial resources needed for 
investment, reduces the avail¬ 
ability of qualified labourers, 
and narrows the ‘brain poof 
upon which nations can draw 
for their needs.” Once again, 
the importance of solidarity 
comes into the picture, 
since,... “ smaller and at times 
miniscule families run the risk 
of impoverishing social rela¬ 
tions and failing to ensure ef¬ 
fective forms of solidarity.” 

Some may judge that the Pope is stepping beyond the 
proper bounds of the principle of subsidiarity by insist¬ 
ing (as the Second Vatican Council did back in 1965), 
that: “...States are called to enact policies promoting 
the centrality and integrity of the family founded on 
marriage between a man and a woman, the primary 
vital cell of society...” But we need to recall that we 
live at a time when the state has long since moved to¬ 
ward an opposite position ranging all of the way from 
condoning homosexual “marriages” (e.g. in the United 


States), to severe punishment of couples for having 
more than one child (China). 

Pope Benedict is supported here not only by the 
concern expressed by leaders in various nations where 
declining population growth rates have led toward 
economic stagnation so as to jeopardize future eco¬ 
nomic growth and national vitality, as in Russia and 
Japan. There is also the opinion of competent econo¬ 
mists far apart in time and orientation. Heinrich 
Pesch, while outlining an economic system based on 
the principle of solidarity during the first quarter of the 
20^^ century, also proposed a principle for population 
policy stating: “Where care has been taken to safe¬ 
guard the quality of a nation’s people, generally there 
will be no need for concern about their quantity.” In 
his support, he cited other distinguished German 
economists of his time including Adolf Wagner (1835- 
1917) and Wilhelm Roscher (1817-1894). The latter 
wrote: “A relatively large and dense population.. .is of 
itself a productive force. A more numerous and dense 
population has at its disposal more brains as well as 
more arms which provide for more capacity in the na¬ 
tional work force, and which because of the possibility 
of more division of labor and combination of labor 
also makes for more efficiency in the work force.” 


Among more recent economic analysts who ad¬ 
dressed this topic was the British-born economist 
Colin Clark who served on the group which advised 
Pope Paul VI in the preparation of his encyclical 
Humanae Vitae (1968). Clark, was noted for his work 
on food supply and population. Using appropriate up- 
to-date statistical techniques and data, he arrived at 
the conclusion: “But we do have historical evidence of 
a number of cases of the beneficial effect of substantial 
population growth in communities with a limited area 


“Only in a nation where people, by and large, 
have a highly developed sense of moral re¬ 
sponsibility. .. only there will the national 
welfare have a firm and, in fact, the best 
guarantee.” 
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of agricultural land.” He supported the thesis that 
population density, rather than hampering national 
growth and prosperity, can serve as a stimulus to 
greater national productivity. His analysis ranged from 
ancient Greece to present-day Japan and India. 

Influenced by, among others, those who spread panic 
about inevitable worldwide famine due to a “population 
explosion,” there is now an equivalent tendency to at¬ 
tribute underdevelopment as well as environmental dep¬ 
redation to overpopulation. Therefore Pope Benedict XVI 
felt the need to state: “To consider population increase 
as the primary cause of underdevelopment is mis¬ 
taken, even from an economic point of view.” While 
he upheld concern about “responsible procreation,” he 
negated the kind of sex education “aimed solely at pro¬ 
tecting the interested parties from possible disease or 
the ‘risk’ of procreation”(44). In a world that is being 
reduced to absurdity in such matters, the Pope re¬ 
minded one and all that: “States are called to enact 
policies promoting the centrality and the integrity of 
the family founded on marriage between a man and a 
woman, the primary vital cell of socxtty'iibid.) 


In a world that seems predestined for what is pre¬ 
posterous, there was a papal warning also about eco¬ 
logical extremism indicating that “human salvation 
cannot come from nature alone”(48). Traditional eco¬ 
nomic textbooks taught students that there are three 
primary factors of production: land, labor, and capital 
- the first two being original and the third, derived 
from the other two. Heinrich Pesch altered that some¬ 
what to, man, nature and capital — a difference re¬ 
flecting his intensive philosophical training which 
called for sharp definition. Water and wind, to cite 
just two such important natural productive elements 
present throughout history, may be subsumed under 
the term, land, in a casual discussion; but that is not 
appropriate for a scientific consideration of the three 
traditional primary factors of production in econom¬ 
ics. 

Pesch, given his solid philosophical foundation, also 
had much to say about the other topic which Pope 
Benedict XVI included in this chapter: ethics and its 
relationship to the economic science and economic 
life. In a short work published in 1918, as well as in 
various relevant sections of his Lehrhuch, the Jesuit 
economist retrieved economics from the drab positiv¬ 
istic mode into which it had drifted. Here the Pope 
states in a straight-forward manner that, “The 
economy needs ethics in order to function correctly;” 
but he presents that with the qualification: “not any 
ethics whatsoever, but an ethics that is people-cen¬ 
tered” (45). Being the head of the largest and oldest 
Christian Church, the pope specifies the “underlying 
system of morality” of “the Church’s social doc¬ 
trine.since it is based on man’s creation in the im¬ 

age of God (Gen. 1:27).. .which gives rise to the invio¬ 
lable dignity of the human person and the transcen¬ 
dent value of natural moral norms.” 

Pesch, also a trained economist and author of the 
longest economics text ever written, had this to say 
about the role of ethics in economics and in economic 
life: 

Only in a nation where people, by and large, have a 
highly developed sense of moral responsibility so 
that they are willing to dedicate themselves consci¬ 
entiously to their work and professions, and to 
avoid the restless pursuit of unlimited or even un¬ 
just gain, and where people regularly have concern 
for the good of other citizens and for the well-being 
of the whole of society, there and only there will the 
national welfare have a firm and, in fact, the best 
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guarantee. The economist has to recognize that. We 
ask no more of him. He does not have to become a 
moralist or a preacher, or to demand the good be¬ 
cause it is good; and neither does he have to try to 
discover ethical principles and laws, or to develop 
them. They are provided for him. It is enough for 
him to take note of them and to observe them. But 
it remains of the greatest importance for cultural ad¬ 
vancement in our time that we are reminded of 
how, precisely in economic matters, the material 
welfare of nations is essentially conditioned by the 
active dominion of the eternal and divine moral law. 
An economy which operates solely on the basis of 
positive law with a historically variable morality, and 
on the basis of moral systems which are allegedly de¬ 
veloped by people, remains unable in the long run 
to safeguard the common good against libertine 
egotism, and the institution of private property 
against the onslaught of socialism. 


THE COOPERATION OF THE HUMAN FAMILY 

The human race stems from a common Divine Fa¬ 
ther, its Creator, and also from common human par¬ 
ents, Adam and Eve. It was therefore a family from its 
beginning. As it proceeded down through history, the 
human family has taken many centuries for the fuller 
realization of its capacity (and also its need) to actively 
cooperate. That process was extended and accelerated 
in a spectacular manner by the virtual erasure of time 
and distance with and following the World War II era. 
The Church which assumed the name Catholic (i.e. 
worldwide), and which since its beginning has been ac¬ 
tive throughout the known world, has now begun to 
speak about worldwide solidarity. That is implicit in 
the first paragraph of the fifth chapter of Caritas in 
Veritate in the important italicized statement: “ The de¬ 
velopment of peoples depends, above all, on a recognition 
that the human race is a single family working together 
in true communion, not simply a group of subjects 
who happen to live side-by-side.”(53) Thus the prin¬ 
ciple of solidarity comes even more to the foreground 
in the fifth chapter of Caritas in Veritate with its title: 
The Cooperation of the Human Family. 

Here Pope Benedict XVI, a master theologian, 
makes the important point that the kind of solidarity 
involved here goes beyond the social sciences. It re¬ 
quires “the contribution of disciplines such as meta¬ 
physics and theology.” Among recent generations of 


social scientists, including economists, any such “con¬ 
tribution” would be taboo. Heinrich Pesch had to deal 
with that in his time when he was accused of “theolo¬ 
gizing” economics. As for metaphysics, he did not 
hesitate to quote extensively from a work by his older 
brother, Tilmann Pesch, S. J., a noted and published 
philosopher. And that was precisely for arriving at his 
original formulation of “the principle of solidarity.” 

Typically, social scientists, especially economists, 
rely routinely on mathematical formulations for ex¬ 
pressing the “laws” of their sciences. Physicists, as¬ 
tronomers and other natural scientists need to rely on 
mathematical principles, and they do not regard that 
as demeaning to their own scientific endeavors. In fact 
they get and have gained in the modern era remarkable 
results leading to great technical accomplishments. So¬ 
cial scientists, on the other hand, need to rely on 
metaphysics, ethics, and moral theology; and they do 
so whether they realize it or are willing to acknowledge 
it or not. Their persistent tendency to rely on math¬ 
ematical formulations has by and large gained little for 
them. Perhaps that is why their sciences have not got¬ 
ten spectacular results in the same manner as the natu¬ 
ral sciences have over the past two centuries. The rea¬ 
son why ethics and eventually moral theology are of 
great importance to economics is because it is a practi¬ 
cal as distinct from a speculative science - terms which 
were common in Aristotelian-Thomistic philosophy. 
This means that economics involves the free acts of 
human beings, not spontaneous automatic actions 
which man has in common with animals: like respira¬ 
tion, heart-beat, and digestion. Therefore moral philoso¬ 
phers (ethicians) and moral theologians have something 
to say to economists whose science deals with human ac¬ 
tions for satisfying their temporal wants. Technically 
speaking, that can be accomplished by theft or pillage, 
as well as by hard work or honest purchase. Ethically 
speaking only the latter options are licit. The most re¬ 
cent economic calamity that is addressed in this encyc¬ 
lical appears to substantiate once again — tragically — 
that immoral economic actions also end up being 
poor economic actions. That is because human beings 
are not exclusively economic beings. Being human 
makes them subject to the moral law - which is pre¬ 
cisely why Pope Benedict XVI and several of his prede¬ 
cessors have gotten involved in issuing social encycli¬ 
cals, the latest of which is Caritas in Veritate. 

An especially critical specific area where ethics is of 
special relevance to economics is one which Pope 
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Benedict addresses precisely in this part of Caritas in 
Veritate. It involves the just wage. That links him and 
his teaching with the great tradition of social encycli¬ 
cals dating back to Leo XIII who originated the mod¬ 
ern just wage doctrine in Rerum Novarum. Pius XI fol¬ 
lowed with the most detailed development of that par¬ 
ticular doctrine which subsequent popes, including 
Pius XII, Blessed John XXIII, and Paul VI, have reaf¬ 
firmed in various ways. It remained for the great Pol¬ 
ish Pope John Paul II, to establish the just wage as the 
“key means....for verifying the justice of the whole 
socioeconomic system,” in his own great labor encycli¬ 
cal Laborem Exercens (89). That happens to conform 
with good economic common sense in normal human 
society. In such a society the preponderant majority of 
mankind relies mainly on its work for sustaining its 
livelihood - a condition which is to apply until the 
end of time according to what was foretold in Genesis 
(3:17-19). Accordingly, Pope Benedict now affirms 
“especially the right to a just wage and the personal se¬ 
curity of the worker and his family..” at this point in 
his own social encyclical issued at a time of great eco¬ 
nomic crisis (63). The Pope points out that “....prob¬ 
lems associated with development.. .highlight the di¬ 


rect link between poverty and unemployment,” and 
that often “poverty results from a violation of the dig- 
nity of human work either because work opportunities 
are limited (through unemployment or underemploy¬ 
ment),” or, and here he quotes directly from Laborem 
Exercens {LE 37), “because a low value is put on work 
and the rights that flow from it, especially the right to 
a just wage and the personal security of the worker and 
his or her family” (63). 

The matter does not rest there with a simple reaffir¬ 
mation of the right to a just wage. Perhaps more than 
in any social encyclical since Quadragesimo AnnOy the 


German Pope elaborates on what the just wage im¬ 
plies. He does so by indicating what “decent” signifies, 
as that was expressed by Pope John Paul II in a May 1, 
2000 appeal for “a global coalition in favor of decent 
work.” The Polish Pope made the statement in sup¬ 
port of an initiative by the International Labor OrganE 
zation which is the leading world body entrusted with 
establishing and safeguarding fair labor standards on a 
worldwide basis. The role of the ILO, first founded in 
1918, is especially vital in the present era involving the 
globalization of markets for labor and for its products. 
This passage is worth highlighting since it now in¬ 
volves the approbation of two successive pontiffs in 
the context of the first decade of the 2T^ century: (63) 
It means work that expresses the essential dignity of 
every man and woman in the context of their particu¬ 
lar society; work that is freely chosen effectively associ¬ 
ating workers, both men and women, with the devel¬ 
opment of their community; work that enables the 
worker to be respected and free from any form of dis¬ 
crimination; work that makes it possible for families 
to meet their needs and provide schooling for their 
children, without their children themselves being 
forced into labor; work that permits the workers to or¬ 
ganize themselves freely, 
and to make their voices 
heard; work that leaves 
enough room for dis¬ 
covering ones roots at 
the personal, familial, 
and spiritual level; work 
that guarantees those 
who have retired a de¬ 
cent standard of living. 

All of that does not 
retreat one iota from 
specifications by earlier 
popes about the just wage and the various ways in 
which it may be complemented or enhanced. Nor 
does it support escapes proposed by enthusiasts at 
various times and in various social contexts involving 
retreats to a simpler past, or fanciful ventures into 
some dubious futuristic scheme. It accepts the basic 
context of contemporary society, complete with all of 
the dynamism and potential, along with the pitfalls, 
made possible by the ongoing technological revolution 
that has especially marked the modern era in history. 

As for labor unions, some persons still somehow 
stand opposed to unionism in principle; and that in- 


“The development of peoples depends, above all, on 
a recognition that the human race is a single family 
working together in true communion, not simply a 
group of subjects who happen to live side-by-side.” 
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eludes not a few Catholics — notwithstanding more 
than a century of social teachings by the Catholic 
Church in support of them precisely in principle. Such 
opposition persists even after the dramatic role which 
the Polish labor union Solidarnosc played, at great per¬ 
sonal risk to its leaders, (and probably to the Pope 
himself.) in bringing down the Communist govern¬ 
ment in Poland and, along with it soon afterwards, the 
entire socialist Soviet empire. Pope Benedict reaffirms 
here that labor unions “have always been encouraged 
and supported by the Church” (64). That happens to 
apply also to the personal support and encouragement 
which Pope John Paul II gave to Solidarnosc and its 
Nobel Peace Prize-winning leader Lech Walesa. His 
successor-pope now encourages unions to widen their 
horizons in keeping with the broadening global di¬ 
mensions of the modern world economy. He asks 
them to consider also the concerns of consumers who 
in certain situations have felt the need to take issue 
with positions taken by the workers and their unions. 
He also calls for national unions to take into account 
in particular the problems of workers in developing 
countries, who have not yet attained the level of pro¬ 
tection which they have, and to perhaps offer assis¬ 
tance where possible. All of that does not, because it 
cannot, add up to a change in the Catholic Church’s 
position with regard to the workers’ right to organize 
into unions in principle, or in the mode that they have 
reached at this point in time. 

This encyclical was issued after certain delays. At 
one point Pope Benedict had indicated that the eco¬ 
nomic collapse which occurred late in 2008 prompted 
him to delay its release so that he could address issues 
related to the financial crisis which led to that collapse. 
This would involve walking on thin ice inasmuch as it 
involves an area replete with sophisticated matter that 
is highly technical in nature. He therefore had to con¬ 
fine himself to a more general approach to the prob¬ 
lem. This did not prevent the Pope from referring to 
“renewed structures and operating methods that have 
to be designed after its misuse (finance) which 
wreaked such havoc on the real economy...”(65). The 
scolding continued: “Financiers must rediscover the 
genuinely ethical foundation of their activity, so as not 
to abuse the sophisticated instruments which can serve 
to betray the interests of savers.” Even the “sub-prime 
mortgages” which caused widespread havoc and dis¬ 
tress often proved deceptive for ordinary citizens 
whose lives were upset, often seriously. The shock 
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waves extended well beyond, also to the countless 
workers who ended up losing their jobs and their live¬ 
lihood. Expressions occur in the encyclical like “scan¬ 
dalous speculation” and “the risk of usury” - a phe¬ 
nomenon which the Church has encountered and ad¬ 
dressed at least since the Middle Ages; and suggestions 
are made about “credit unions,” even “pawn-broking” 
and other ventures in “micro-credit,” along with “new 
ventures” for the benefit of “the weaker elements in so¬ 
ciety” (65). And there is also a reminder about coop¬ 
erative purchasing “like the consumer cooperatives 
that have been in operation since the nineteenth cen¬ 
tury, partly through the initiative of Catholics” (66). 
That may be a hint that ordinary people should have 
avenues leading away from macro-banking where their 
interests are sometimes lost sight of 
The chapter concludes referring to “the unrelenting 
growth of global interdependence,” i.e. worldwide 
solidarity. In this context Pope Benedict calls for a “re¬ 
form of the United Nations Organization^^ among 
other “international institutions and international fi¬ 
nance....” It is a timely proposal, since there are many 
critics also among American Catholics who harbor a 
strong ideological opposition to the UN concept that 
emerged following World War II. Their antagonism 
extends to the Church’s endorsement of the UN in 
principle^ even while ironically many of them are 
“hawkish” with regard to American involvement in a 
series of disastrous wars in the Middle East - wars 
deemed unjust by both Pope John Paul II and the man 
who was then his leading theological advisor, Joseph 
Cardinal Ratzinger. That already made such persons 
hostile to Pope Paul VI who was the first pontiff to 
personally address the UN in New York, and who up¬ 
held the concept as such in Populorum Progression as did 
Blessed John XXIII before him (cf Pacem in Terris 
142-145). While generally unsympathetic to the 
Church’s social teachings, they nevertheless often take 
recourse in one of is leading precepts — the principle 
of subsidiarity - intimating that international bodies 
like the UN of their very nature represent transgres¬ 
sions of that principle. Pope Benedict mentioned the 
principle twice in this final paragraph of the 5'^ chap¬ 
ter, perhaps to reassure one and all that he is familiar 
with how international bodies like the UN can operate 
properly within its context. To some, subsidiarity ap¬ 
parently means leaving every individual to his own re¬ 
sources no matter how meager those may be, having 
been deprived of them by the rich and powerful. That 











echoes the free marketeering principle: Every man for 
himself and let the Devil take the hindmost. Accord¬ 
ingly the same ideologues are reflexively opposed to 
aid from rich nations to the poor nations of the world. 
One must conclude that they stand opposed to the 
fact and concept of worldwide solidarity. That is unless 
they expect that it too will happen along by chance in 
some happy equilibrium brought about by an ’’invis¬ 
ible hand,” or by the kinds of “natural laws” about 
which Adam Smith and the Physiocrats had fanta¬ 
sized. These early economists were of course mistak¬ 
enly equating economic “natural laws” with physical 
natural laws, not with the moral natural law which 
Pope Benedict mentions again in the next chapter. 
The fulfillment of that law does not take place auto¬ 
matically; it requires deliberate human action — an 
actus humanus\ 


THE DEVELOPMEm-OF PEOPLES AND TECHN(K 

Pope Benedict XVI devotes the final chapter of his 
social encyclical to what is in a certain sense the over¬ 
whelming impact of advancing technology on con¬ 
temporary mankind. His tenure as a distinguished 
university professor and scholar comes to the fore 
again here, and that makes for some difficult reading. 
This is a matter, incidentally, which occupied the at¬ 
tention also of the brilliant Pope Pius XII at various 
times during his nineteen year pontificate. For ex¬ 
ample, his 1953 Christmas Message - Modern Technol' 
ogy and Peace — scores “the one-sided influence of 
that ‘technological spirit’ which only recognizes and 
reckons as real what can be expressed in mathematical 
formulas and utilitarian calculations.” 

The chapter opens with an interesting parallel that 
illustrates one of the gentle pope’s special talents — his 
ability to lay bare fundamental errors in human con¬ 
duct in what may seem at first to be a merely paren¬ 
thetical comment. Pope Benedict proposes here that, 
“... the development of peoples goes off course, if hu¬ 
manity thinks it can recreate itself through the won¬ 
ders’ of technology, just as economic development is 
exposed as a destructive sham if it relies on the won¬ 
ders’ of finance in order to sustain unnatural and con- 
sumerist growth.” Instead, we are redirected to a rec¬ 
ognition of “the fundamental norms of the natural 
moral law which God has written in our hearts” (68). 
That statement would serve to redirect the errant arro¬ 


gant technocracy of our times, along with the naive re¬ 
liance on the “natural laws” of classical economics and 
its recurrent insistence on an unhinged concept of 
freedom which persists from the paleo-liberalism of 
the 18'^ century to the neo-liberalism of our own time. 

The real question, then as now, remains: Freedom for 
what end? And that is where the theme of this encycli¬ 
cal applies: providing the true answer as an act of char¬ 
ity at the cosmic level! The same holds for technologi¬ 
cal progress. Technology is good, and we are not en¬ 
titled to spurn it or clamor for a return to some more 
primitive form of society. As Pope Paul VI stated in 
Populorum Progressio: “The human spirit, increasingly 
free of its bondage to creatures, can be more easily 
drawn to the worship and contemplation of the Cre¬ 
ator {Pop. Progr. 41). In fact. Pope Benedict indicates 
here, “Technology, in this sense, is a response to God’s 
command to till and to keep the land” {Gen. 2: 15). 

But it may not be regarded as “self-sufficient,” — as an 
end in itself — like “absolute freedom” (70). 

We are then asked to look at the results today when: 
“Often the development of peoples is considered a 
matter of financial engineering, the freeing up of mar¬ 
kets, the removal of tariffs, investment in production 
and institutional reforms - in other words, a purely 
technical matter.” Pope Benedict warns that: “Devel¬ 
opment will never be fully guaranteed through auto¬ 
matic or impersonal forces whether from the market 
or from international politics.” In other words, eco¬ 
nomics is not a positive or purely speculative science, 
i.e., involving simply the presentation of truths with¬ 
out directly implying rules for deliberate actions and 
choices by human subjects. It is a practical science in¬ 
volving precisely deliberate free human actions and 
choices by free human subjects whose actions are sub¬ 
ject to the moral law. As indicated previously, one can 
charge a just price, or cheat the customer, just as one 
can pay a just wage or cheat the worker; and one can 
lend at a usurious rate or charge legitimate interest. 

The relevant punch-line follows in italics: ""Develop¬ 
ment is impossible without upright men and women, 
without financiers and politicians whose consciences are 
finely attuned to the common good”{J 1). 

The common good is, of course, one of the oldest and 
basic important concepts in Catholic social teaching, 
being, as it is, the object of both key principles for the 
restoration of social order — social justice and social 

continued on p. 47 
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REVIEWS 

“Devouring Usury” 


ASGEIR JONSSON, WHY ICELAND? HOW ONE OF THE WORLD’S 
SMALLEST COUNTRIES BECAME THE MELTDOWN’S BIGGEST 
CASUALTY (NEW YORK: MCGRAW-HILL, 2009), 230PP, $22.95, 
ISBN 978-0-07-163284-3 


A devouring usury, although often condemned by the Church, but practiced nevertheless under an¬ 
other form by avaricious and grasping men, has increased the evil; and in addition the whole pro¬ 
cess of production as well as trade in every kind of goods has been brought almost entirely under 
the power of a few, so that a very few rich men have laid a yoke of almost slavery on the unnum¬ 
bered masses of non-owning workers. 

Leo XIII, Rerum Novarum, #6 


Usury today is a dead issue, and except by a plainly equivocal use of the term, or save in the 
mouths of a few inveterate haters of the present order, it is not likely to stir to life. 

John T. Noonan, Jr., The Scholastic Analysis of Usury, p. 1. 


As far as famous last words go, 
John Noonan’s claim that usury 
was a “dead issue” that could from 
now (i.e., as of 1957) on be rel¬ 
egated to the Medieval Studies de¬ 
partment ranks right up there with 
George Custer’s claim that there 
were no Indians for miles around. 
Asgeir Jonsson’s Why Iceland? 
makes its own contribution to the 
anthology of famous last words 
jokes, when Jonsson cites the claim 
which Moody’s made after it up¬ 
graded all three investment banks 
in Iceland to a triple A rating. 
“Moody’s,” Jonsson tells us, “main¬ 
tained that access to finance will 
always be available for Iceland—al¬ 
beit at varying prices’” (p. 91). 

Asgeir Jonsson’s saga of Iceland’s 
banking collapse could have been 
taken out of the Middle Ages in a 


number of different ways. The past 
is always prelude to the present, 
even if the prelude has long since 
been forgotten. In that regard, the 
usury question is one of the longest 
running examples of unfinished 
business in the history of ideas. 

Actually, this story begins in the 
Dark Ages, when it looked as if 
civilization was going to be snuffed 
out altogether in Europe by hordes 
of Germanic invaders. Why Ice¬ 
land? is the story of a bunch of Vi¬ 
king looters, who felt, in Jonsson’s 
words that “success is the reward 
for personal daring, ingenuity, im¬ 
provisation, and an eye for the 
main chance—just as it was in Vi¬ 
king times” (p. 10). Looting has 
become embedded in Iceland’s 
DNA, a place where most of the 
inhabitants’ fathers came from 


Norway and most the inhabitants 
mothers were carried off by said fa¬ 
thers from some Celtic land to the 
southeast. As Jonsson tells us, 

“about 90 percent of the country’s 
male ancestry is Norwegian, while 
60 to 70 percent of the female an¬ 
cestry is Celtic in origin” (p. 6). 

Iceland, in other words, was an un¬ 
inhabited island in the middle of 
the north Atlantic until Viking 
looters began repairing there as ' 

their hideout after raiding the 
coasts of Ireland, Scotland, Wales, j 

England and Brittany for women 
and loot. As a result, Iceland, 

Jonsson continues, “has never ex¬ 
celled at collective, elaborate plan¬ 
ning, discipline, or attention to de¬ 
tail. It has never needed a strong 
central command to organize for 
war or national defense, and be¬ 
cause of its diminutiveness, it has 
never required the construction of 
a sophisticated bureaucracy” (p. 

10 ). 

Given the propensity to looting 
which the Icelandic nation inher¬ 
ited from its Viking forbears, it was 
only a matter of time before they 
discovered capitalism. What held 
the Vikings back from their ances- i 

tral propensity to looting is the 
same thing that held the Lombards 
and the English back for a time, 
namely, Christianity. The differ¬ 
ence is that the Vikings were more 
or less totally isolated from the rest 
of the world and so came into con¬ 
tact with pernicious ideas like 
Thatcherism/Capitalism much 
later than the Germanic tribes who 
were in the mainstream of Euro¬ 
pean culture. This would also ex¬ 
plain why England got into the 
game later than Italy. Like Iceland, 

England was, and still is, an island. 

Iceland got into the banking in¬ 
dustry in 1989, when the cod fish- 
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ery collapsed from overfishing and 
Thatcherism was at the apogee of 
its influence in the world. It was 
around this time that David 
Oddsson, who became mayor of 
Reykjavik in 1982 and then a 
member of the Althing, the Icelan¬ 
dic Parliament, pushed through a 
series of free market reforms that 
made Iceland the most capitalist 
country in Scandinavia. After em¬ 
bracing “Thatcherian free-market 
liberalism,” and providing “the po¬ 
litical muscle needed to effect 
privatization, tax cuts, and a free 
market,” Oddsson began to por¬ 
tray himself, beginning in 1995, as 
the guardian of Icelandic prosper¬ 
ity. When he finally stepped down 
from the Prime Ministers chair in 
2004, he had served as Europe’s 
longest-standing politico. In 
America, it would have been as if 
Ronald Reagan had retired in the 
year 2000. 


Oddsson’s legacy was “the most 
pro-free-market economy in 
Scandinavia” and a country which 
was now “open to the outside 
world after a half century of isola¬ 


tion.” In 1994 Iceland joined the 
European Economic Area, a move 
which gave Iceland “access to the 
European common market and the 
free flow of goods, services, capital 
and labor.” At the same time, this 


move—which since it did not en¬ 
tail full membership—did not 
force Iceland to open up its territo¬ 
rial waters to European trawlers. It 
was the best of both worlds, or the 
worst, depending on your point of 
view. As some indication that it 
was the worst of both worlds, 
Jonsson tells us that “Most Iceland¬ 
ers worked about 50 hours a 
week,” which meant that “this was 
a European country with an 
American labor market.” 

For a while, the Icelanders found 
ways to complement what was go¬ 
ing on in Europe. Since Iceland 
had a small, young, and enterpris¬ 
ing population, they found a natu¬ 
ral symbiosis with Germany, which 
was old, and cautious, and going 
into retirement faster than they 
were being replaced by young Ger¬ 
man workers. As a result, German 
pension fund managers in search of 
high returns were avid to lend the 
Icelanders money. As a result, Ger¬ 
many became “the primary source 
of funding for the early expansion 


of Iceland’s banking system” (p. 
40), and, as a result of that, by 
1990 “Iceland had the greatest pro¬ 
portion of bank employees to the 
total workforce of any Scandina¬ 
vian country, a circumstance com- 


Why Iceland? is the stoiy of a bunch of Viking 
looters, who felt, in Jonsson’s words that “suc¬ 
cess is the reward for personal daring, ingenu¬ 
ity, improvisation, and an eye for the main 
chance—just as it was in Viking times” 
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parable to that of Switzerland” (p. 
27). 

Before long, Sigurdur Einarsson, 
CEO of Kaupthing, the Icelandic 
bank that epitomized the emer¬ 
gence of the Vikings as financial 
players in the New World Order, 
could crow: “Were becoming the 
Goldman Sachs of Iceland.” It 
would have been more accurate if 
he had said that they were becom¬ 
ing the Bear Stearns of Iceland or 
the Lehman Brothers of Iceland, 
because the hard lesson that the Vi¬ 
kings were about to learn in the ex¬ 
pensive school of experience is that 
Iceland was most definitely not too 
big to fail. People like Einarsson 
would eventually preside over the 
creation of a financial monster 
with assets about ten times the size 
of Iceland’s GNP, but the whole ex¬ 
periment collapsed like a house of 
cards when Iceland was perceived 
as a threat to the world’s real finan¬ 
cial players, a group which in¬ 
cluded the hedge funds and the 
central banks that were ready to 
bail them out if they ran into 
trouble. 

In 2005 the Icelandic govern¬ 
ment, taking its cue from the Vi¬ 
king looters who were their for¬ 
bears, decided to get into interna¬ 
tional finance in a big way when 
they “appointed a committee to 
draft policy proposals with the ob¬ 
jective of turning Iceland into a 
new international finance center.” 
Both Jonsson and David Oddson, 
who was by this time the head of 
the Central Bank of Iceland, 
faulted Vikings like Einarsson for 
their hubris and recklessness with¬ 
out seeing that recklessness and 
looting are the two characteristics 
which made Einarrson a successful 
capitalist. What Jonsson should 


have said is that Einarsson got it 
half right. He created an Ameri- 
can-style capitalist casino but with¬ 
out creating the Icelandic version 
of the Fed, which is to say, some¬ 
one to bail him out and save him 
from the consequences of his own 
reckless behavior. 

Jonsson, who was the head of re¬ 
search and chief economist at 
Kaupthing before it went bust, 
tries to be as positive as possible 
about what everyone should have 
seen as the financial equivalent of 
an accident waiting to happen. 
Iceland’s financial sector was a 
bubble destined to burst: 

Once it was liberalized, the fi¬ 
nancial sector broke out of the 
political cage, and the older 
generation of bankers was 
brushed aside abruptly by a 
hungry new free market ori¬ 
ented and internationalist 


generation. Most of these 
people were born in the years 
between 1966 and 1976, and 
they had grown up with an 
antipathy for politics and 
regulation. They adopted the 
American-style investment- 
brokerage banking model that 
came to dominate the Icelan¬ 
dic banking sector at the turn 
of the 2P^ century. At the 
time, few saw the dangerous 
parallel to the 1920s, when 
the sector last had lacked a 
clearly defined lender of last 
resort (p. 30). 


The financial Vikings of Iceland 
created a system that needed a 
lender of last resort, which is to say, 
a government to bail it out, but 
this is precisely what the Vikings, 
perhaps because of their ancestral 
predisposition to looting, proved 
incapable of providing. As the Aus¬ 
tralian economist Garrick Small 
points out, “The looting mentality 
is in a sense juvenile. Reckless and 
selfish, unable to sustain itself in 
the long term and implicitly pre¬ 
mised on the availability of other 
more sober souls (parent figures) to 
come to the rescue when needed.” 

Jonsson, however, is more 
American than he lets on because 
he accepts without reserve the un¬ 
derlying validity of the capitalist 
system, without seeing that failure 
is programmed into the system— 
hence, the need for a lender of last 
resort. The free market system is 


based on recklessness and looting 
on the one hand and government 
bail outs on the other, linked in a 
dialectical relationship to each 
other. The recklessness of modern 
capitalism is a function of the sure 
knowledge that the government is 
there to bail it out. Or as Jonsson 
puts it: “This assumption of state 
support unquestionably helped to 
fuel the Western banking 
bubble. . . ” (p. 207). 

Instead of engaging in sound fi¬ 
nancial practices, the modern 
banking industry relies on this 


Jonsson was the head of research and chief 
economist at Kaupthing before it went bust. 


s 
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Asgeir Jonsson 



deus ex machina to rescue it from 
its own wretched excess. Instead of 
remaining chaste, the banking in¬ 
dustry has decided to screw as 
many people as possible knowing 
that they can always get a shot of 
penicillin if they contract a vene¬ 
real disease. That penicillin or that 
deus ex machina is known as the 
lender of last resort, which is there 
to insure liquidity in time of finan¬ 
cial crisis. The hidden price that 
everyone pays for the liquidity 
which the looters need to do busi¬ 
ness is debasement of the currency, 
which is another way of saying that 
system is based on constant sys¬ 
temic inflation, something which 
has always been the bane of the 
working man ever since the 
Florentine oligarchy started paying 
wages in “white money,” i.e., a de¬ 
based silver coinage. (The Florin, 
the famous Florentine gold coin 
used in foreign exchange, was 
never debased.) 


Instead of 
blaming usury for 
the collapse of his 
country’s finan¬ 
cial industry, 
Asgeir Jonsson 
claims that Ice¬ 
land never had a 
lender of last re¬ 
sort and that 
Iceland’s banking 
industry would 
have survived if 
the Fed or its Eu¬ 
ropean equivalent 
had extended Ice¬ 
land a line of 
credit. This is, of 
course, true as far 
as it goes, but it 
ignores the fact 
that, ever since 
the stock market 
crash of 1929 and the triumph of 
Keynsian economics, capitalism is 
a system that is designed to fail and 
be bailed out by big government 
after the looters have cashed out of 
the latest bubble. What follows af¬ 
ter the big players cash out is 
known as the suckers’ market, 
which is announced in Plutocrat 
organs like Newsweek, when it 
does articles on how “average 
Americans” are becoming million¬ 
aires by buying up the stock which 
the looters want to dump. 

Iceland was caught in a systemic 
squeeze that was inevitable. The 
crisis began when Lehman Broth¬ 
ers went belly up, which meant 
that money was tight, which meant 
that the little pigs like the Vikings 
of Iceland could no longer get their 
front hooves in the credit trough. 
In other words, credit is always 
available, unless you really need it. 
During the inevitable contractions 
of the financial system, everything 


contracts at once, which means 
that equity disappears as collateral 
the minute you try to sell it. That 
meant that the line of credit/lender 
of last resort idea was about as 
plausible here as it would be for a 
man who had just put the deed of 
his house down on a number at the 
roulette table in one of the boats in 
Michigan City. 

It didn’t seem that way in 1989. 
The years between 1997 and 2007 
were a golden decade for the Ice¬ 
landic stock market and invest¬ 
ment banking. But the same sys¬ 
temic flaws that were creating 
wealth were destined to take it 
away as well. At this time, keeping 
up with the Joneses of Icelandic 
business meant leveraged equity in¬ 
vestments. The Icelanders were 
getting rich by taking out the 
equivalent of home equity loans: 

The ICEX market cap was 
three times the GDP in mid- 
2007 ; wealth effects trickled 
down and took the form of 
record sales of champagne and 
luxury cars. In hindsight, this 
was the point when rational 
economic calculations came to 
a halt. The currency was over¬ 
valued, household income was 
unsustainable, and all valua¬ 
tions were skewed. In their 
ambition, Icelanders had over¬ 
reached, setting themselves up 
for merciless punishment in 
2008 in which 90 percent of 
the stock market value was 
wiped out. 

Jon Asgeir Johannessson was a 
Viking who started out in retail. 
Flis father sold fish. His wealth was 
based on leveraged buyouts. Before 
long he became “the prime ex¬ 
ample of the players who made and 
ultimately broke Iceland. He was a 
self-made businessman of humble 
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Jon Asgeir Johannessen 



beginnings. He came of age in the 
newly liberalized Icelandic 
economy and “made something 
out of nothing with little more 
than wit, work, and daring.” 

Johannessen was the leveraged 
buy-out king of Iceland. He par¬ 
layed cheap foreign money into a 
domestic empire whose size rivaled 
the budget of the state. The secret 
of his success was the same old 
LBO story that had wrought so 
much havoc in America during the 
‘80s: “If the chain [of stores which 
he bought] was not leveraged upon 
purchase, then it would simply 
take on more loans and pay its 
owner a dividend.” Before long 
“the chain’s management soon had 
overhanging debt that demanded 
continued success to keep up with 
it.” As we have come to expect in 
situations like this, it all worked for 
a while. It was a bit like the man 
who jumped off of a tall building 
and, asked while passing the 35'*" 
floor on the way down how things 
were going, responded, “so far so 


good.” Or as Jonsson 
put it: “At its apex, 
Iceland was probably 
coming close to be¬ 
ing the richest na¬ 
tion on earth in 
terms of per capita 
output. The Bubble 
was now a dirigible” 
(p. 104). 

Jonsson’s book is a 
tribute to the 
Middle Ages, and it’s 
not just because it 
was during this pe¬ 
riod (or immediately 
before it) that the 
Viking raiders be¬ 
came famous. Why 
Iceland? is a caution¬ 
ary tale out of the Middle Ages be¬ 
cause it is a mene tekel against 
usury. The economic vice that 
John Noonan tried to bury in the 
Middle Ages refuses to go away. 
Iceland’s rise and fall was predi¬ 
cated on debt. 

Kaupthing (the word in Icelan¬ 
dic means “marketplace”) became 
the model, in Jonsson’s words, of 
“the company that ‘had really 
made it abroad.’ ... It had become 
the standard bearer of foreign ex¬ 
pansion and the source of un¬ 
bounded national pride.” But be¬ 
fore long it became apparent that 
Thor, to mix our metaphors a bit, 
had an Achilles heel: “a substantial 
part of the equity being offered was 
debt financed” (p. 53). Like the 
homeowner in California who 
rushed out to buy an RV with the 
proceeds of an adjustable rate 
home equity loan, the young Vi¬ 
kings who would become the 
North Atlantic’s leveraged buy-out 
kings, would do it all on borrowed 
money. According to Jonsson: 


this phase of Icelandic devel¬ 
opment has a close parallel to 
changes in the American in¬ 
vestment banking that fol¬ 
lowed the repeal of the Glass- 
Steagall Act in 1999. Tradi¬ 
tionally, US deal brokers had 
been reluctant to hold risky 
assets on their balance sheet, 
endowed as they were with 
less capital and being less in¬ 
clined to assume “principal” 
risk. After Glass-Steagall was 
overturned, brokers realized 
that they would need to com¬ 
mit their balance sheets to 
deals if they were to compete 
with giants such as Citicorp 
and JP Morgan Chase. Since 
they could not accept retail 
deposits, they enlarged their 
balance sheets via wholesale 
markets and funded illiquid 
assets with long-term debt 
and equity (p. 55). 

The Vikings got rich, in other 
words, by gambling with poor 
people’s money, which is precisely 
what the Glass-Steagall Act, which 
erected a wall of separation be¬ 
tween investment banking and de¬ 
posit/retail banking, was supposed 
to prevent. 

Historically, the financial mod¬ 
ernists ignore the fact that the de¬ 
bate over the Church’s ban on 
usury, far from inhibiting com¬ 
merce, unleashed a storm of finan¬ 
cial creativity in late medieval Eu¬ 
rope. According to John Noonan, 
“The contracts of irregular deposit, 
insurance, annuity, and bills of ex¬ 
change. . . are all essentially medi¬ 
eval discoveries, and they are di¬ 
rectly nurtured, if not fathered by 
the necessities of the usury theory.” 
The fact that usury was a sin which 
could deprive a man of eternal sal¬ 
vation led to “detailed rational ex¬ 
ploration” of economic issues. This 
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exploration provided the basis for 
the modern economy. The prob¬ 
lem got articulated in the 300-year 
period which began in 1150, right 
around the time that the Crusades 
created a demand for more sophis¬ 
ticated financial instruments, and 
it ended in 1450, when St. 
Antonino of Florence gave the full¬ 
est exposition of the Scholastic po¬ 
sition. 

What followed was either the so¬ 
lution to the problem or a capitula¬ 
tion to the same forces the Church 
sought to curb—depending, of 
course, on your point of view. John 
Noonan claims that Church teach¬ 
ing changed at some point between 
1450 and 1550, but, since the 
church has never said that usury 
was not a sin, it would be more ac¬ 
curate to say that the Church never 
got around to answering the ques¬ 
tions that she herself had raised. 
This was the case because of inter¬ 
nal and external reasons. To begin 
with, we are dealing with an ex¬ 


tremely complicated issue, one that 
caused casuists, moralists, and con¬ 
fessors to throw up their hands in 
despair when confronted in the 
confessional. But there were extrin¬ 
sic reasons for this lack of closure 
as well. The unity of Christendom 
was shattered by the Protestant re¬ 
volt in 1517, which itself was 
spurred on to no small extent by 
economic principles. Langholm 
noted that the usury prohibitions 
fell across Europe in its wake. 


After the looters began seizing 
Church property, the just price/ 
just wage doctrine was subverted 
into early mercantile capitalism, 
and the embattled Church lacked 
the police power to enforce the law. 
Conversely, the looters now had 
governments on their side, and the 
loot of the Church at their disposal 
to pursue an economic path un¬ 
hindered by moral considerations. 

St. Thomas Aquinas condemned 
usury because: 

it is manifest that he sells 
separately the use of the 
money and the very substance 
of money. The use of money, 
however, as it is said, is no 
other than its substance: when 
therefore he sells that which is 
not or he sells the same thing 
twice, to wit, the money itself, 
whose use is its consumption; 
and this is manifestly against 
the nature of natural justice. 

Writing almost two centuries 
later, St. Bernardine confronted 


“the capitalistic activity which 
characterized the economic life of 
the northern Italian cities” by cit¬ 
ing Joannes Andreae, who claimed 
that “that fungibles [i.e, money] 
should not increase beyond their 
determined value.” More impor¬ 
tantly for our purposes, “St. 
Bernardine repeats Andreae’s rea¬ 
soning upon the argument that 
ownership passes in a loan.” 

The crucial issue is risk. All scho¬ 
lastic thinkers were of one mind in 


declaring that if the investor shares 
the risk, there is no usury. Con¬ 
versely, St. Bernardine “considers it 
immoral to profit after ownership 
has been transferred” (Noonan, p. 
72). The usurer, in other words, 
wanted it both ways. He wanted to 
give up his money but he also 
wanted a guaranteed return on 
money he no longer possessed; he 
wanted all of the risk assumed by 
the borrower. 

The alleged elimination of risk 
was the great achievement of the 
American financial system and the 
bubble economy of the late 1990s. 
The elimination of risk made the 
Glass-Steagall Act unnecessary, and 
once America showed the way, the 
rest of the world, which is to say 
places like Iceland, followed. The 
elimination of risk, as symbolized 
by the repeal of Glass-Steagall was 
a lot like Francis Fukuyama’s con¬ 
temporaneous “end of history” in 
that it proved to be a dangerous il¬ 
lusion, especially for people who 
wanted to act like American pluto¬ 
crats without the protections from 
the consequences of their reckless¬ 
ness with which they had sur¬ 
rounded themselves. As Jonsson 
put it: 

Once it was embroiled in the 
worldwide investment bubble 
that grew in the late 1990s, 
the lack of institutional 
memory allowed all partici¬ 
pants, bankers and govern¬ 
ment officials alike, funda¬ 
mentally to underestimate sys¬ 
temic risk. 

“Early on March 30, 2006,” 
Jonsson tells us, “about 30 credit 
investors paid a visit to 
Kaupthing’s headquarters in 
Reykjavik.” If the Vikings were 
hoping for praise, they were in for 


Jon Asgeir Johannessen was the leveraged 
buy-out king of Iceland. 
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a rude awakening. “This is not a 
bank but a hedge fund!” exclaimed 
one gentleman. “And by the way, 
where will you fund yourselves in 
the future?” Jonsson tells us that 
“No one missed the dark under¬ 
tone of that morning” (p. 58). 
What he fails to tell us is that the 
Vikings had run into a more pow¬ 
erful group of looters. The issue 
was technological. It was as if the 
Vikings had waded ashore in 9^^ 
century England only to discover 
that the natives had set up a series 
of machine gun nests in the tree 
line just beyond the beach. The Vi¬ 
kings jumped out of their dragon 
boats screaming like banshees and 
brandishing their battle axes only 
to be mowed down by a withering 
burst of machine gun fire. 

The technological advance 
which had similarly withering ef¬ 
fect on Viking bravado in 2006 
was known as the credit default 
swap. Iceland’s precarious situation 
in 2006 was largely the result of 


the J.P. Morgan 
firm’s invention 
nine years earlier 
of a particular 
kind of derivative 
contract which 
Warren Buffet 
would later call 
“financial weap¬ 
ons of mass de¬ 
struction.” The 
credit default 
swap allowed the 
big looters from 
New York to “ex¬ 
press their bear¬ 
ishness by taking 
short positions 
against Icelandic 
banks. This was 
the so-called 

credit default swap; as it was popu¬ 
larized, it became the red flag that 
drew international attention to Ice¬ 
land and set the 2006 crisis in mo¬ 
tion” (p. 61). Jonsson continues: 

The credit default swap 
spreads of the Icelandic banks 
had so widened as to effec¬ 
tively block them out of the 
international wholesale finan¬ 
cial market. News wires stated 
almost daily that Iceland was 
“melting.” 

The term “credit default swap” 
was intentionally deceptive and the 
purpose of.the intention behind 
the deception was to disguise the 
fact that the CDS was a form of in¬ 
surance. The looters wanted to dis¬ 
guise this fact because insurance 
was subject to government regula¬ 
tion of the sort that the looters 
wanted to avoid. 

Why the New York looters 
wanted to avoid regulation became 
apparent early on. A credit default 
swap is the equivalent of insuring 


your neighbor’s home and then 
burning it down to collect the in¬ 
surance money. Actually, the situa¬ 
tion is much worse than that. As 
Jonsson points out. 

If the conventional insurance 
market operated in the same, 
unregulated manner, it would 
be possible for one—or 
many—persons to insure a 
house that they do not own. 
Thus the claim on the insur¬ 
ance company would be a 
multiple of the actual worth 
of the house and, should it be 
burned down, all the insurers 
would be able to pocket a siz¬ 
able gain. 

The CDS, in other words, cre¬ 
ates “a convenient way of shorting 
bonds and make[s] it possible to 
build up a volume of contracts that 
far exceed the value of the bond in 
question, but they also create a per¬ 
verse incentive when many parties 
stand to gain from a company’s de¬ 
fault.” 

In addition to creating a “per¬ 
verse incentive,” the credit default 
swap creates the economic version 
of the self-fulfilling prophecy: 

A large widening in the CDS 
spread thus prices a bank out 
of the funding markets, drains 
its liquidity, and erodes its 
confidence to the extent that a 
failure can easily become a 
self-fulfilling prophecy. A 
CDS spread widening, per¬ 
haps as a result of speculation, 
is a modern version of a bank 
run in the wholesale financial 
markets. Shorting in the CDS 
market of a respective com¬ 
pany can be compounded by a 
shorting of its stock to 
double-down the negative im¬ 
pact on its market confidence. 

On small, open economies, a 
third front of attack can be 
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opened by shorting the do¬ 
mestic currency, since depre¬ 
ciation will erode confidence 
by creating turbulence in the 
financial system, with rising 
inflation and ballooning of 
currency-linked debt. 

As of early 2006, the New York 
looters, i.e., the hedge fund man¬ 
agers who had been monitoring 
the CDS spreads, had decided that 
Iceland was, in Jonssons words, “a 
sitting duck.” Like the wolves that 
had an uncanny sense of picking 
out the weakest deer in the herd, 
the hedge funds moved in for the 
kill. 

In spite of what John Noonan 
wrote in 1957, the issue in 2006, 
as well as 600 years earlier, was 
risk, which is another way of say¬ 
ing that the issue was usury, be¬ 
cause avoidance of risk and usury 
are, from a financial perspective, 
two sides of the same coin. St. 
Bernardine insisted on “the prin¬ 
ciple that where an investment of 
any kind is made whose risk is not 
borne by the investor, there is 
usury.” He stated as an axiom, “the 
thing perishes to the owner.” The 
illusion of riskless investment 
(which is precisely what a credit 
default swap hopes to insure) is, as 
Iceland had to learn the hard way, 
another word for usury (or, per¬ 
haps, usury on steroids), which in¬ 
variably leads to the ruin of those 
who fall into its clutches. The 
Church, as I have already men¬ 
tioned, never disapproved of any 
financial arrangement in which the 
lender shared the risk of the ven¬ 
ture. That was known as a partner¬ 
ship. 

What arose in Italy during the 
course of the late Middle Ages was 
precisely the desire for “riskless in¬ 


vestment” that engendered the 
credit default swap at J. P. Morgan 
in 1997. St. Bernardine made it 
clear that: “A deposit with an ex¬ 
change banker or merchant at a 
fixed rate is usury. In particular, if a 
widow deposits with a merchant 
with the agreement that her capital 
be safe and that she get half the 
profit, she sins mortally” (Noonan, 
p. 174). 

Writing a generation later, St. 
Antonino of Florence concurred. 
The “depositum,” which is to say, a 
savings account, was “a widely used 
fraud of the leisured classes with 
surplus funds to invest.” As he says 
in his own words, “and [even] 
though they call this a deposit, it is 
clearly usury.” That is the case be¬ 
cause “a true deposit stands to the 
peril of the depositor, not to that of 
the depositary.” 

The church approved of insur¬ 
ance, of course, especially as a 
means of securing risk in maritime 
commerce. St. Antonino defended 


ing risk, a practice which found 
Church approval, did not elimi¬ 
nate risk, any more than a piece of 
paper could eliminate a storm at 
sea, the situation with maritime in¬ 
surance. But usury did eliminate 
risk in a way that was totally dis¬ 
honest, which is to say, it elimi¬ 
nated risk to the lender, the stron¬ 
ger partner in the transaction. 
Usury, in other words, allowed the 
strong to take advantage of the 
weak in a way that made it a sin 
against both justice and charity. 

The fact that insurance of prop¬ 
erty was universally accepted by 
scholastic theologians created 
problems of its own because even¬ 
tually insurance became the device 
which allowed approval of usury in 
through the back door. By the time 
Lessius and the Jesuits approved 
the triple contract during the latter 
part of the 16'^ century, insurance 
had become another word for 
riskless investment, which meant 
that it had become usury. Noonan 


The technological advance which had 
similarly withering effect on Viking 
bravado in 2006 was known as the 
credit default swap. 


insurance as “the rendering of a 
service for a price.” As a result, 
“property insurance, in which an 
owner for a fee transferred the risks 
of his property to an insurer, had 
become familiar to all the commer¬ 
cial cities of Italy” by the end of the 
14^^ century (Noonan, p. 201). By 
now, it should be obvious that sell¬ 


cites Lessius as the typical example 
of the “steady growth in the 
amount of profit on riskless capital 
considered licit by the theologians” 
of the 16^^ century. 

True to the hermeneutic he used 
to undermine the Church’s teach¬ 
ing on contraception seven years 
after his book on usury appeared. 
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Noonan claimed that the theolo¬ 
gians of the 16^^ century were in¬ 
volved in an “intricate analysis” 
whose ultimate purpose was “justi¬ 
fying commercial credit,” but Peter 
Ballerini, who brought out a new 
edition of the Summa Theologiae 
of St. Antonino in 1740 
rearticulated the same principle 
that St. Antonino used to indict 
the rentier class of capitalistic Flo¬ 
rence, namely, “when the risk is re¬ 
moved in the insured partnership, 
the investor loses all title to 
compensation. . . .When the capi¬ 
talist gets fixed or riskless return, 
the contract becomes a loan,” and 
if he takes interest on that loan, he 
commits the sin of usury. 

Two years later. Pope Benedict 
XIV issued his encyclical Vix 
pervenit, in which the Church once 
again reasserted the scholastic posi¬ 
tion and condemned usury as sin¬ 
ful: “It is certainly no excuse to say 
that the profit on a loan is moder¬ 
ate, or that the loan is to a rich 
man or to be used for production 
purposes.” However, in the course 
of this encyclical, Benedict claimed 
that “At the same time it cannot be 
denied that here are extrinsic titles 
by which something beyond the 
principal may be demanded on a 
loan, and there are also licit con¬ 
tracts, distinct from a loan, by 
which money may be profitably 
employed.” 

At this point the pope throws up 
his hands in frustration and admits 
that the ability to distinguish be¬ 
tween intrinsic titles, which are 
sinful, and extrinsic titles, which 
are not, is above his pay grade, and 
that is essentially where the status 
questionis has remained ever since. 

In the meantime, confessors in 
cities like Augsburg, where the 


Fuggers had succeeded the Medicis 
as bankers to the Holy See, capitu¬ 
lated to pressure, which often in¬ 
cluded the threat of jail time, to 
justify the triple contract, which 
was, at least according to some of 
the Jesuits there, usury under the 
guise of insurance. As Noonan puts 
it, “The moralists’ acceptance of 
the [triple] contract meant the 
practical exclusion of the old usury 
theory from business finance.” 
There were holdouts—Molina im¬ 
plied that the triple contract was 
“merely a roundabout way of legiti¬ 
mating lucrum cessans”—but over 
the long haul: 

Acceptance of the [triple] con¬ 
tract meant the definitive re¬ 
jection of the theses that any 
temporary, riskless transfer of 
property was usury; that the 
incidence of risk was the crite¬ 
rion of ownership; that money 
was sterile and could not 
bring a reward to itself . . . The 
triple contract established de¬ 
finitively that a riskless transfer 
need not be usury; it destroyed 
the use of risk as the index of 
ownership by the usury theo¬ 
rists; and it made dominant 
for usury theory the concept 
of capital which partnership 
analysis had always implied. 

This paved the way for the rise of 
exchange banking, which in turn 
paved the way for the meltdown in 
Iceland five centuries later. Jonsson 
sounds strangely medieval when he 
claims that the structural Flaw in 
the debt-securitization market was 
the absence of risk: 

We now know that the debt- 
securitization market con¬ 
tained a structural flaw that 
contributed mightily to the 
current financial and banking 
crises, especially in the United 


States: the ability to earn large 
fees from originating and 
securitizing loans, coupled with 
the lack of any residual liability, 
skewed originators incentives 
in favor of loan volume and 
return rather than quality. 

This was most evident in the 
use of the so-called sub-prime 
mortgages in structured credit, 
and it was this practice that, 
starting in 2006, sucked the 
Icelandic financial system into 
the brewing US credit bubble. 
When the bubble burst a year 
later, it was at first called the 
“sub-prime crisis” (p. 90). 

Jonsson failed to understand that 
the elimination of risk is another 
word for usury, which is another 
word for the ability of the stronger 
partner in any transaction to ex¬ 
ploit the weaker. This meant that 
the total elimination of risk meant 
an exponential increase in the 
power of the lender over the bor¬ 
rower, something that became ap¬ 
parent in August 2007, when Ice¬ 
land was rocked with its first sig¬ 
nificant liquidity crisis. Jonsson’s 
analysis of this crisis makes its “sys¬ 
temic” nature apparent: 

If the need arose, liquidating 
the whole system in an orderly 
fashion proved impossible. 

This, like much else, worked 
well until stock markets the 
world over found themselves 
in a systemic liquidity crisis 
after August 2007. Both the 
banks and the holding compa¬ 
nies were rendered nearly il¬ 
liquid by the shock. At the 
same time, the holding com¬ 
panies were monitored relent¬ 
lessly by foreign short traders 
and hedge funds. These 
predators would jump on any 
rumor about an immediate 
sale of foreign holdings and 
short the company’s main as- 
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sets, effectively blocking its 
exit. Exista, for one, was a sit¬ 
ting duck in this game. Short¬ 
ing its three main listed assets 
brought down the equity ratio 
and, the hedge funds hoped, 
would trigger a margin call 
and a forced sale. Which it 
eventually did. 


The Icelandic financial empire 
was in reality a house of cards. Ul¬ 
timately, it was based on the ap¬ 
proval of foreign banks who soon 
began to view the Vikings as upstart 
competitors who were threatening 
the system whose cheap money the 
Vikings needed to survive. Once the 
word got out, everything happened 
at once: “The inflated sheets 
crumpled as soon as the foreign 
banks withdrew their support in 
response to the crisis inside the in¬ 
ternational financial markets. Their 
sheer weight was almost enough to 
crush the banks” (p. 97). 


Kaupthing traders and analysts 
met a group of hedge fund manag¬ 
ers from Merrill Lynch and Bear 
Stearns who were on a junket to 
scout out investment possibilities. 
The meeting at the bar of 101, one 
of Reykjavik’s trendiest hotels, 
quickly turned ugly. The New York 
looters, who had been drinking 
heavily, “were a contemptuous lot 
who were convinced that they had 
landed in a country full of rubes.” 
But the worst was yet to come, 
when Joe, who looked like a “New 
York cop,” informed the Vikings 
that that “All the people in this 
party are shorting Iceland, except 
me.” The New York looters had de¬ 
cided to take down Iceland. In the 
end it didn’t matter “how devel¬ 
oped, sophisticated or rich anyone 
was if they were not liquid in a 
time of crisis.” Everyone knew that 
there was no lender of last resort 
willing to save Iceland. Secure in 


Jonsson failed to understand that the elimi¬ 
nation of risk is another word for usury. 


The house of cards was based on 
debt, and debt was based on usury, 
which is by its nature predatory. 
“Too much debt was programmed 
into the leveraged buyouts that were 
the basis of Iceland’s newfound pros¬ 
perity. . . . The Icelandic bankers’. . . 
biggest fault was a willingness to ac¬ 
cept equity as collateral.” The Vi¬ 
kings were doomed to learn that he 
who lives by the debt sword dies by 
the debt sword. 

On the night of January 31, 
2008, Jonsson and a group of 


that knowledge, the hedge funds 
moved in for the kill: “The CDS 
spread, which, had been about 50 
basis points above the Libor in Au¬ 
gust, reached 200 points by the 
year’s end. This metric helped dis¬ 
tinguish Iceland as the weak deer 
in the herd, which brought the 
hedge funds in for the kill in 2008” 

(p. 116). 

Frozen out of the money mar¬ 
kets, the Vikings decided to get 
into retail banking, in particular, 
Internet banking in England and 


Holland. Icesave, the Internet 
banking operation that the Vikings 
created to get the money the big 
central banks denied them, quickly 
accumulated roughly $12 billion 
in deposits. At this point the New 
York looters joined forces with 
their English counterparts and 
started spreading false reports 
about the stability of Iceland’s 
banks. On March 30, 2008 two 
UK papers ran virtually identical 
articles questioning the stability of 
Icesave. Jonsson later found out 
that “a number of ‘helpful’ hedge 
funds had voluntarily provided the 
press with information about Ice¬ 
landic banks.” 

By now the strategy was clear, 
the hedge funds wanted to create a 
run on the bank and make money 
on their CDSs. On March 28, 
David Oddsson claimed that “un¬ 
scrupulous dealers . . . have de¬ 
cided to make a last stab at break¬ 
ing down the Icelandic financial 
system” and called for an interna¬ 
tional investigation. Shortly there¬ 
after, Iceland’s central bank learned 
that the three major central banks 
in the Western world had hung 
Iceland out to dry. There would be 
no lender of last resort for Iceland. 
Too many powerful people stood 
to earn too much money if Iceland 
went down. 

Iceland then attempted to solve 
the crisis by selling off its assets, 
but as soon as she tired to 
deleverage, Iceland found that 
“selling assets at steep discounts . . . 
cut into their equity positions and 
broke covenants on existing bond 
issues.” The issue was, in other 
words, systemic. As soon as the Vi¬ 
kings needed to sell, the value of 
their assets disappeared and their 
debts became unrepayable. With 
their credit lines cut off and no 
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lender of last resort in sight, Ice¬ 
land learned the hard way that she 
was not too big to fail. Then in 
September, Lehman Brothers 
joined the not-too-big-to-fail club 
and precipitated another more se¬ 
vere liquidity crisis, and this time, 
Icesave, whose depositors could 
bank by computer 24 hours a day 
seven days a week, faced the pros¬ 
pect of a real run on the bank. 

On the morning of October 18, 
Chancellor of the Exchequer 
Alastair Darling announced on 
BBC Radio that: “The Icelandic 
government, believe it or not, has 
told me yesterday, they have no in¬ 
tention of honoring their obliga¬ 
tions here.” At this point Gordon 
Brown, England’s prime minister, 
entered the picture. At 9:15 of the 
same morning. Brown announced 
that he was “taking legal action 
against the Icelandic authorities to 
recover the money lost to people 


who deposited in 
UK branches of its 
banks.” 

Depending on 
who you talk to. 
Brown was 1) con¬ 
cerned about the 
safety of English 
savings deposits in 
Icesave accounts or 
2) acting as an 
agent of England’s 
retail banking in¬ 
dustry and deter¬ 
mined to eliminate 
an unwelcome 
competitor. (Ac¬ 
cording to Jonsson, 
“Rumor had it that 
the Bank of En¬ 
gland and the Eu¬ 
ropean Central 
Bank had decided 
to open lines to Ice¬ 
land at first, but changed course af¬ 
ter heavy lobbying by their own 
domestic banks, which were infuri¬ 
ated by the online deposit gather¬ 
ing.”) Either way, after Chancellor 
of the Exchequer Alastair Darling 
failed to get reassurance from 
David Oddsson that he, as head of 
the Central Bank of Iceland, would 
guarantee English deposits. Brown 
made the unprecedented financial 
move of declaring that Iceland was 
a “terrorist” nation and seized its 
assets. At this point economic ac¬ 
tivity ceased entirely in Iceland: 


n 


The nation’s international 
payment system collapsed. 
Funds sent to other countries 
were held up at some banks, 
or simply disappeared. Money 
could not be sent outside the 
island. Most banks simply re¬ 
fused either to send or to re¬ 
ceive Icelandic payments. . . . 
All at once, everything Icelan¬ 


dic has become toxic, un¬ 
touchable, banished to a place 
outside the world of business. 

Iceland has been trying to dig it¬ 
self out from underneath the finan¬ 
cial rubble ever since. During the 
crisis in the fall of 2008, Icelanders 
who were abroad learned that their 
credit cards no longer worked. Be¬ 
fore long, this nation of 300,000 
people learned that Icesave’s expo¬ 
sure in England and Holland stood 
at about $12 billion, which is to 
say, an amount equal to 60 percent 
of Iceland’s Gross Domestic Prod¬ 
uct. When the Icelandic krona 
tanked in October, “the ratio bal¬ 
looned to 80 percent.” Before long, 
the media in Iceland were compar¬ 
ing Iceland’s situation to the ruin¬ 
ous reparations payments that the 
Germans were forced to pay after 
World War I, which amounted to 
85 percent of the German GNP. 

What followed was a debate in 
Iceland between the isolationists 
and those who wanted full mem¬ 
bership in the European Union. 
David Oddsson, according to 
Jonsson, “blamed the ‘Viking raid¬ 
ers’ who had leveraged the country 
abroad for the ultimate collapse.” 
The isolationists wanted to default 
on the debt the Viking raiders had 
saddled them with, but in the end 
the Europhiles prevailed. On No¬ 
vember 17, under the threat of ex¬ 
pulsion from the European Eco¬ 
nomic Area, the government of 
Iceland accepted liability for the 
Icesave accounts. Three days later, 
Iceland accepted the recovery plan 
prepared for it by the International 
Monetary Fund. As anyone who 
has read Confessions of an Eco¬ 
nomic Hitman knows, this all but 
guarantees Iceland’s exclusion from 
the club of elite financial players it 
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sought to crash during the brief 
summer of Icelandic finance and 
its inclusion in the club of third 
world losers who have to mortgage 
their natural resources to pay off 
predatory IMF loans. “IMF loans,” 
Jonsson states laconically, “were 
granted only under stringent con¬ 
ditions that compromise the sover¬ 
eignty of the nations they aid.” 

Needless to say, the Icelandic na¬ 
tion is going to have to catch a lot 
of cod before they can pay off this 
bill. In fact, in the absence of an¬ 
other bubble of the sort that cre¬ 
ated the debt in the first place, they 
will probably never pay it off 

Jonsson ends his book by won¬ 
dering if what happened to Iceland 
might happen to another country. 
At the time of the writing of this 
review, Greece was in the news as 
another country which had been 
saddled with unrepayable debt. At 
least the Greeks didn’t do it to 
themselves. They have the good 
folks at Goldman Sachs to thank 
for their woes. 

Jonsson ends his book by invok¬ 
ing the Icelandic equivalent of 
karma. What happened in Iceland 
could just as easily happen in En¬ 
gland. That eventuality prompted 
William Buiter to ask in the Finan¬ 
cial Times, “Is London really 
Reykjavik on the Thames?” Swit¬ 
zerland, which also has a 
nonconvertible currency and a 
banking sector much larger than 
the Gross National Product, is 
equally vulnerable. In fact, when it 
comes to “devouring usury,” the 
entire world is at risk. Whether it’s 
debt-burdened students or debt- 
burdened countries, no one is safe 
from the greed of the looters. 


E. MICHAEL JONES 


OINKONOMICS, CONT’D FROM P. 35 


charity {Q.A. 88). Even then, it did 
not receive a specific definition un¬ 
til Blessed John XXIII provided 
one in Mater et Magistra , and re¬ 
peated it in Pacem in Terris, after 
which it was included in the 
Vatican II Pastoral Constitution on 
the Church in the Modern World. 
Unfortunately, without clear defi¬ 
nition, such important principles 
tend to drift into the category of 
vague generalities or slogans so that 
their real meaning may become ob¬ 
scure, even distorted. For example, 
the important virtue, social justice 
was misconstrued for so long and 
in so many ways, that it is even 
used today by some persons as a 
slur. 


BIOETHICS 

Bioethics is cited here by Pope 
Benedict as one area where advanc¬ 
ing technology has had a frighten¬ 
ing impact in the recent modern 
era. He deals with it near the end 
of the encyclical as an area “where 
the very possibility of integral hu¬ 
man development is radically 
called into question” (74). That is 
because we have moved closer to 
“the brave new world” of, one must 
say, the dehumanized future. This 
involves knowledge about “not just 
how life is conceived, but also how 
it is manipulated, as bio-technol- 
ogy places it increasingly under 
man’s control.” Thus: “ In vitro fer¬ 
tilization, embryo research, the 
possibility of manufacturing clones 
and human hybrids: all this is now 
emerging and being promoted in 
today’s highly disillusioned culture, 
which believes it has mastered ev¬ 
ery mystery, because the origin of 


life is now within our grasp.” The 
implications are the more frighten¬ 
ing because the dominant “culture 
of death” also has all of this new 
technology at its disposal. Thus, 
what are we to expect “at the other 
end of the spectrum?” What use 
will the pro-euthanasia forces make 
of his new technology? And what 
will the impact be on “the mental¬ 
ity for development?” (75) 

Following the portrayal of that 
bleak picture. Pope Benedict XVI 
ended with a presentation of what 
he has to offer as the head of the 
largest Christian denomination on 
earth. He proposed that, ''Develop¬ 
ment needs Christians with their 
arms raised toward God in prayer, 
Christians moved by the knowl¬ 
edge that truth-filled love, caritas 
in veritate, from which authentic 
development proceeds, is not pro¬ 
duced by us but given unto 
us”(79). 

Then as the leader of the oldest 
of the Christian denominations. 
Pope Benedict XVI closed with 
something specific to the Roman 
Catholic Church. He included a 
prayer to the Virgin Mary who was 
proclaimed Mater Ecclesiae 
(Mother of the Church) by Pope 
Paul VI, asking for her help in the 
task of bringing about what that 
pope laid the groundwork for in 
his own encyclical Populorum 
Progressio: “the development of the 
whole man and all men.” (77,79) 
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Bullets 

* Did tournament sponsors pro¬ 
cure women for Tiger Woods to in¬ 
duce him to play? 

* “We believe that the tide of his¬ 
tory is moving ... toward a recog¬ 
nition that gays and lesbians, no 
less than heterosexuals, are entitled 
to sanctify their love in marriage,” 
editorialized the Washington Post, 
Sanctify? Does the stridently secu¬ 
lar Post think gay marriages are 
holy? More likely its taunting 
those who believe in marriages 
sanctity. 

* The Ultimate Unreality? 
Kwedit allows teens who don’t have 
a credit card to buy virtual goods 
by promising to pay later. The teen 
then brings cash to a 7-Eleven or 
mails it in. 

* What is real money? A dollar 
bill is a promise by the Federal Re¬ 
serve to do what? What does full 
faith and credit mean if a govern¬ 
ment inflates its currency? 

* Fear that Bill Clinton’s globe¬ 
trotting post-presidential philan¬ 
dering would be a campaign issue 
induced Democratic leaders and 
donors to quash Hillary’s 2008 
presidential bid, according to the 
book Game Change. Looks like 
Hillary’s still dominated by Bill’s li¬ 
bido. 

* House Speaker Nancy Pelosi, a 
pro-abortion Catholic, initially 
covered up reports of Congressman 
Eric Massa’s sexual improprieties 
with male staff members. This is 
the issue on which she chooses to 
follow our bishops’ lead? 

* Is the White House a Hate 
Group? “It must be stated clearly 
and simply. Unfortunately, there is 
an anti-Semitic president in 
America,” Hagi Ben-Artzi, the 
brother-in-law of Israeli P.M. Ben¬ 
jamin Netanyahu said on Israeli ra¬ 
dio. “The truth must be told,” he 



said in another interview. “Obama 
is an anti-Semite.” Someone notify 
the SPEC, please. 


* Chastity Bono, daughter of 
Sonny and Cher, has asked a judge 
to formally change her name (to 
Chaz) and gender, submitting a 
doctor’s declaration that he per¬ 
formed a gender-change operation. 
Bono calls the gender change “the 
best decision I’ve ever made.” We 
surely don’t want to know what 
worse decisions Bono’s made. 

* An Executive Order? Even if a 
presidential order could override a 
law. Pres. Obama or another presi¬ 
dent could modify or rescind the 
order at will. Rep. Bart Stupak’s 
health care reform capitulation ex¬ 
posed the charade that there are 
pro-life Democrats. 

* When the NY Times attacked 
the pope for not, when Cardinal- 
head of the Congregation for the 
Doctrine of the Faith, defrocking 
Fr. Lawrence Murphy of Milwau¬ 
kee, who had sexually abused deaf 
children, the Vatican said that be¬ 
cause “Fr. Murphy was elderly and 
in very poor health, and ... living 
in seclusion and no allegations of 
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abuse had been reported in over 20 
years, the [CDF] suggested that the 
archbishop of Milwaukee give con¬ 
sideration to addressing the situa¬ 
tion by, for example, restricting Fr. 
Murphy’s public ministry and re¬ 
quiring that Fr. Murphy accept full 
responsibility for the gravity of his 
acts. Fr. Murphy died approxi¬ 
mately four months later, without 
further incident.” The CDF seems 
to have handled the case well: jus¬ 
tice with mercy. If he’d been 
defrocked, the NY Times would 
find a different reason to attack. 

* Why, though, didn’t the 
Vatican depose Rembert 
Weakland, Milwaukee’s gay arch¬ 
bishop? 

* “Yup, we need a Nope,” wrote 
the NY Times s Maureen Dowd, at¬ 
tacking Benedict XVI. “A nun who 
is pope.” What a dope. “Should 
there be an inquisition for the 
pope?” she also asked. Maybe she’d 
like to waterboard Benedict? If the 
Inquisition is revived, she’d better 
hope it doesn’t look for witches. 

* Speaking of Witch Hunts. 
“The Catholic Church must be 
held accountable,” says columnist 
Cal Thomas. “A formal investiga¬ 
tion should be conducted, which 
exempts no one, including the 
pope. It should be run by people 
not in the church hierarchy or be¬ 
holden to it. Anything less will not 
satisfy public opinion, much less a 
Higher Authority.” If the Church 
were trying to satisfy public opin¬ 
ion, Cal, it’d have to jettison its 
moral teachings. And the “Higher 
Authority” surely needs no investi¬ 
gation. 

* My thanks to those who spoke 
to me at CWs The End of Dia¬ 
logue and Beginning of Unity 
Conference. I enjoyed meeting 
you. 
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are now Available for $15 each or $75 for a set of six. 



Heretics, Jews, and Heathens have 
made a unity against Unity. 

-St. Augustine, Sermons, 12, 18 



E. Michael Jones on the 
Manhattan Declaration and 
Dialogue as a form of Political 
Control 



David Wemhoff on “The Pro-life 
Movement and the New 
Americanism” 



Robert Sungenis on The Place of 
Jews in Catholic Theology. 



Robert Hickson on “The Catholic 
Soldier on Mission Impossible: 
Defense-in-Depth in These Years of 
Disrupted Traditions and Despotic 
Military Drift” 



John Sharpe on Reconstructing 
the Catholic State: Principles 
and Possibilities 


Plus: Panel discussion on the Catholic Soldier: 
Mission Accomplished? Mission Creep? 
Mission Impossible. 

Featuring .John Sharpe, David Wemhoff, and 
Robert Hickson 


Dear Dr. Jones, I have enclosed_for the following CDs: 

Name:_ 

Address:_ 

City:_State:_ZIP:_ 

Mail your order to: 

Fidelity Press • 206 Marquette Ave. • South Bend, IN 46617 
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Book and DVD 


The Nutcracker began as a German fairy tale. It 
then became a Russian ballet, and now, in its latest 
incarnation, it has become an American ritual. Every 
year mothers from the suburbs surrounding South 
Bend, Indiana set out in their vans and SUVs to slay 
the rat king in a military campaign against the rats and 
everything they symbolize. Every year they volunteer 
their little boys and girls as soldiers in the culture wars 
so that they can defeat the rats of appetite and disorder 
and chaos by wielding the weapons of truth, beauty, and 
grace. The Nutcracker is the 2P‘ century version of the 
Children’s Crusade. 

The Ballet Parking DVD supplements this analysis with 
footage of Nutcracker rehearsals and performances at 
Southhold Dance Theater, as well as interviews with the 
artistic directors and the people behind the scenes that 
make these yearly performances possible. The DVD also 
makes use of Soviet archival footage, which includes extraordinary shots of Lenin and train sequences 
that look like something out of Dr. Zhivago, as well as footage of riots during the American cultural 
revolution of the ’60s. It even contains footage of Napoleon invading Russia taken from Soviet era 
feature films, as well as a soundtrack that is an anthology of the best music in the ballet repertoire. This 
book/dvd makes an ideal Christmas present for the culturally astute. 

This Book/DVD combination is available for $29 plus $5 S & H. 

Mail your Check to Fidelity Press, 206 Marquette Ave., South Bend, IN 46617, or call 
Norma at 574-289-9786. We take VISA and MC. 


Ballet Parking: Performing 
the Nutcracker as Counter- 
Revolutionary Act. 

By E. Michael Jones 








































